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FOREWORD

The reports on Sino-Soviet Bloc economic activities in underde-
veloped areas in the EIC-R14 series provide periodic summari=s gr«i
anglytical interpretations of slgnificant developments in the ecéw
nomic relations of Bloc countriee with underdeveloped countries of
the Free World. These developments are reported on a current, fac-
tual basis in the Biweekly Reports in the EIC-WGR-1 series, under
the same title.

Thls report, covering the 6 months from 1 January throush
30 June 1960, constitutes the ninth Periodic supplement to BIC-R1%, * -
the background report on Sino-Soviet Bloe Postwar Econcomic Activities -
in Underdeveloped Areas, 8 August 1956, SECRET. The present suppie-
ment relates noteworthy noneconomic activities to the economic opera-
tions of the Bloc in underdeveloped countries in order to place the
economic aspects in the perspective of the over-all prograns of the
Bloc in these countries. This report was prepared by a Worlking G ~oup
of the Economlc Intelligence Committee, including representatives of
the Departments of State, the Army, the Navy, the Air Force, Commcrce.
and Agriculture; the Internstional Cooperation Administration; the
Office of the Secretary of Defense; and the Central Intelligence
Agency. It was approved by the Economic Intelligence Committee on
10 August 1960.

For purposes of this report, the term underdeveloped areas in-
cludes the following Free World countries: (1) all countries in the
Middle East, including Afghanistan, Cyprus, Greece, Pakistan, Turkey,
and the United Arab Republic (Egypt and Syria); (2) all independert
countries in Africa, except the Union of South Africa; (3) all coun-
tries in Asla except Japan; (4) all independent countries in [Latir
America; and (5) Iceland, Portugal, Spain, and Yugoslavia.
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SINO-SOVIET BLOC ECONOMIC ACTIVITIES IN UNDERDEVELOFED AREAS
1 JANUARY - 30 JUNE 1960

Summarx

Throughout the semiannual period ending 30 June 1960, the Zloc
prosecuted its economic offensive in underdeveloped areas wita grow-
ing vigor. As in preceding perlods, the political content ard direce
tion of the economic aid program were apparent in the choice of target
countries, the type of assistance Provided, and the timing of aid
offers. Although the Bloc comtinued to Press its offensive 1n the
Middle East and Asia, impressive new gains were scored in Africa ard
Latin America.

Credits and Grants*

During the first 6 months of 1960 the Bloc extended more than
$765 million** in financial assistance to underdeveloped countries,
all for economic development. The level thus established is well
above the high-water mark set in the last 6 months of 1959, Tredit s
and grants extended in the 12-month period ending 30 June 196) account
for more than 40 percent of the economic credits and grants provide:d
since 1954.

With the obligation of almost $900 million of outstanding «redi.s
and grants in the first 6 months, approximately 80 percent of Iiloc
financial aid extended for all purposes had been obligated by midye:r
1960. Of the funds obligated for aconomic assistance, one~half hav::
been allocated to industrial projects; one-fifth to agriculture (in-
cluding reclamation, irrigation; and hydroelectric power ); and one-
seventh to transportation and commmications.

Drawings on Bloc credits and grants during the first 6 months o
1960 smounted to $135 million, almost two-thirds of which went for
economic development projects. By midyear, almost all of the $820
million provided under military aid agreements and one~fifth «f the
more than $3.2 billion extended for economic assistance had been
spent.

* For definitions of the terms extended, obligated, and drawn, see
the first footnote on p. 9, below.

*%* Unless otherwise indicated, all dollar values in this report are
in terms of US dollars.
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Technical Assistance

In the first 6 months of 1960, 6,900 Bloc technicians -- 5,700
economic and 1,200 military -- were present in underdeveloped coun-
tries for periods of 1 month or longer. This figure may be compared
with about 6,500 technicians -- 5,000 economic and 1,500 military -=-
present in the previous 6-month period.

By midyear 1960, 9,400 nationals of underdeveloped countries were
pursuing or had completed courses of instruction at various institu-
tions in the Bloc. Of this number, 2,800 were academic students,
2,400 were technical students, and 4,200 were military trainees.

Trade

Although Bloc imports increased 11 percent and Bloc exports de-
clined & percent, the level of Bloc trade with underdeveloped coun-
tries in 1959 remained the same as in 1958, in contrast to an average
annual increase of 20 percent between 1956 and 1958. Although the
Furopean Satellites retained their preeminent position in Bloc trade
with underdeveloped countries, the USSR increased its share to well
over one-third of the total.

BExcept for the Middle Bast, Bloc trade with all of the underde-
veloped areas in 199 showed an increase above 1958. A 1l3-percent
decline in trade with the Middle East -- a region that accounted for
about 40 percent of trade turnover in recent years -- was the main
faetor underlying the precipitous drop in the rate of growth of trade
between 1958 and 1959.

Industrial countries of the Free World experienced a leveling off
in thelr trade with underdeveloped countries similar to that noted for
the Bloc. As a result, the relative share in the trade of underde-
veloped countries for the two major power groups in 1959 remained
about the same as in 1958 -~ 93 percent for the industrial countries
of the Free World, 7 percent for the Bloc.

Middle East

The USSR made vigorous efforts in Afghanistan during the first
half of 1960 to expedite its extensive progrem of economic assistance
in that country. An outstanding achievement from an economic and a
propagandistic point of view was the discovery in April of a major
depogit of high-quality petroleum and gas. This discovery by Soviet
and Rumsnian experts wase promptly followed by a Soviet offer to assist
Afghsnistan in producing, refining, and marketing the newly discovered

-2 -
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oil and gas. In addition, the USSR has offered to finance a substan-
tial part of Afghanisten's Second Five Year Plan. Soviet performanae
in implementing projects in Afghenistan has been very good in spite of
shortages of local currency and skilled manpower. There is every in-
dication that this creditable record has made an increasingly fav-rabi:-
impression on the Afghans and has led them to exercise less ~aution
with respect to closer economic and military relations with ithe EBioc.

During the first half of the year the USSR and Afghanistan sisned
construction contracts for several major projects -- new roads, a dam
and a hydroelectric powerplant, another airfield, and severa: cem .nt
Plants, The number of Soviet technicisans employed on varicus proiect s
in Afghanistan had increased to more than 1,000 by midyear. and firthe:
increases are expected as new projects get underway.

The position of the Bloec in the UAR improved perceptibly. Th::
USSR achieved a considerable Propaganda coup when in January, sho tly
after the inauguration of work on the Aswan High Dam, it extended s
second long-term credit for completion of the project. As a resu t,
the USSR is able to assure its bresence in Egypt for some time to
come and to exclude Western nations from participation in a project
that has wide popular appeal., The UAR policies of neutralism abriad
and anti-Communism at home have tended to offset Bloc gains. Prosres:.
on Blece aid projects has been 8low, and completion of the larger 1roj-
ects for which contracts have been signed is years away. Deluys in
implementing projects have been cmused Primarily by the UAR desire to
shop for better deals elsewhere. By the end of June, less than ope-
third of the 1958 Soviet industrialization credit to Egypt and lers
than one-fifth of the 1957 Soviet development credit to Syria had bheen
spent.

Iraql relations with the West improved, whereas those with the
Bloc showed some tendency to deteriorate. In part, this tende«ncy
reflected Iraqi disappointment with the rate of progress achieved
under the 1959 Soviet economic aid agreement. An unofficial visit by
Soviet Deputy Premier Mikoyean in April failed to dlspel this disap-
pointment or to improve the climate of Political relations between the
two countries. Nevertheless, the Iraqi Government in May accepted g
new Soviet credit to be used for rehabilitation of the Basra-Baghdad
railroad.

Elsewhere in the Middle East the prestige of the Bloc in Yemen was
enhanced by the impressive progress made on Yemen's first modern port
and road. Two of three Bloc aid projects in Iran were completed, ::nd
two additional Bloc credits for the purchase and installation of tex-
tile equipment were extended to DPrivate firms. The USSR attempted to
exploit the political situation in Turkey following the military ccup

-3 =
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of 27 May by pressing the new government to improve relations be-
tween the two countries. Part of the pressure campaign consisted of

a general Soviet offer to provide large=-scale aid for economic develop-
ment. Pakistanl officials displayed a willingness to consider Soviet
economic assistance, and negotiations were begun in June for Bloc aid
in exploring for petroleum and mineral deposits.

Africa

Bloc diplomatic representations, trade overtures, and offers of
aid increased dramatically in geversl key African states. There was
a growing interest in Bloc offers of assistance, although only one
Bloc credit offer was accepted.

Ghana received its first Bloc aid, an industrial credit of $3.1
million from East Germsny, and was considering an offer from the USSR.
Surveys of industrial projects and the training of Ghanailans were
carried out by East Germany during this period, Trade rose gignifi-~
cantly as a result of energetic tactics pursued by the Bloc.

Guinea received several glfts from the Bloc, including a substan-
tial rice grant from Communist China. Implementation of the July
1959 Soviet credit was assured by the conclusion of a protocol under
which Moscow will provide material and technical assistance for sev-
eral key industrial projects. The number of Bloc technicians working
on surveys, constructing industrial plants, and acting as advisers to
key Guinean ministries rose sharply. A large number of Chinese Com-
munists arrived to assist in rice-growing projects. Trade with the
Bloc expanded significantly.

Although the Bloc made important efforts to strengthen its initial
foothold in Ethiopia, actual gains were somewhat circumscribed by
growing Ethiopian wariness of Soviet subversion. Czechoslovakia and
the USSR prodded Ethiopla to hasten utilization of credits that they
extended in July 1959. In March 1960 an agreement was signed with the
USSR that mentioned an oil reflnery, a gold ore dressing plant, geo-
logical and mineralogical surveys, and a feasibility study for a metal-
lurgical plant, but actual implementation does not appear to be as~-
sured. The number of Bloc technicians in Ethiopia and the Bloc's
share of Ethiopla's trade remained small.

Asia
The Bloc vigorously pursued 1ts economic offensive in India, Indo-
nesia, and Nepal. India remained firmly committed to a policy of
nonalignment and to a belief that even larger amounts of Bloc aid can
be absorbed without creating a serious dependence on the Bloc. Obli-
gation of Soviet credits for specific projects under the Third Five
-4 -
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Year Plan highlighted the Bloc aid program in India. TIndizn acce pt-
ance of a Soviet offer to aid in petroleum development as wel!l ae to
Supply large quantities of petroleum products further increased tne
Bloc's role in India's petraleum industry. Poland for the Pirst time
extended credit for India's industrial development program.

Although friction in Sino-Indonesian relations continmued. ecc-
nomic ties with the USSR were strengthened. Indonesia accepted a
$250 million Soviet credit for economic development., Implementation
of Bloc aid programs proceeded at a more active bace, and the numner
of Bloc technicians present increased. Trade with the Bloc rose in
1959, and for the first time the Bloc share of Indonesian exoorts ex-
ceeded 10 percent of the total.

The Bloc accelerated its efforts to insure Nepal's neutrality, to
reduce Western influence, and to overcome suspicions aroused by Caiine
Communist border aggression. Nepal accepted an additional grant of
$21 million from Peiping and agreed (1) to permit the establishme it o
8 resident Chinese Communist Embassy, (2) to accept Chinese Commw ist
technicians, and (3) to send Nepalese technicians to Commuriist China
for training. ‘

The present Burmese Government, more favorably disposed than ts
predecessor to Bloc economic overtures, is considering credii offers
by Czechoslovakia, the USSR, and East Germany. Two more ccntract.:
under the 1958 Soviet credit to Ceylon were concluded, but cnly oue
project is under construction. The reduced volume of rice snd ratber
to be exchanged with Communist China under the current trade agreecment
reflects Ceylon's desire to decrease its trade dependence on Peip:ng.

Bloc activity in Cambodia centered on the construction of factories
financed by the Chinese Communist grant and on a Soviet gift hospital.
The USSR offered to finance the construction of a railroad and to set
up and operate several rubber plantations.

EuroEe

Bloc economic efforts were concentrated primarily on trazde anc
showed no significant change in levels or objectives from tke pre-
vious period. Yugoslavia's trade with the Bloc inereased, tut the
Bloc's shgre of its total trade declined. A trend toward longer term
agreements with Bloc countries attests to a mutual willingness to cone
tinuve trade as usual in spite of political differences. The loe con-
tinued to play a major role in Iceland's trade by providing an outlet
for products which could not be marketed easily elsewhere. I[-elard
took steps to strengthen its currency and stabilize its economy ard
sought to substitute Western markets for those behind the Iron Curtain.

-5 -
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Latin America

The Soviet partnership with Cuba in an anti-American propaganda
campaign marked the opening of a new major frontler in Bloc opera-
tions ir the area. A rising receptivity to Bloc economic overtures
wes noted in much of the area in spite of a widespread and increasingly
pointed dislike in government circles of the Cuban-Bloc alliance.

Bloc economic overtures in Cuba in the first half of 1960 resulted
in (1) a $100 million credit by the USSR and a $20 million credit by
Czechoslovakia; (2) trade agreements with Czechoslovakia, Poland, and
the USSR; and (3) an interbank agreement with East Germany. Bloc tech~
nicians began to appear in Cuba in sizable numbers. By mid-July the
Bloc had purchased approximately 2.4 million tons of Cuban sugar
(valued at about $160 million) for delivery in 1960, and the USSR had
promised to supply Cuba's petroleum requirements. The rapid pace of
political and economic developments in recent months points to an in-
crease in Bloc economic activity in Cuba.

Bloc economic efforts in the River Plate countries declined in the
face of moves by Uruguay and Argentina to reduce the Bloc's involve-
ment in their economles. Argentina abrogated several of its bilateral
agreements with European Satellites, and Uruguay turned down a Soviet
proposel that it buy quantities of petroleum in exchange for continued
Soviet purchases of wool.

Brazil's anxious search for new markets and forelgn credits to
finance a vigorous development program gave the Bloc an opportunity
to increase its economic influence. Brazil's trade with the Bloc ex-

ceeded $100 million for the first time in 1959 and increased in the
first half of 1960.

-6 -
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I. Bloc Economic Activities in Underdevel oped Areas

A. Patterns and Prospects

In recent months the Bloc has displayed a new eagerucss -- at
times bordering on outright impatience -- to push its economic of ‘en=
sive on all fronts, especially in Africa and Tatin America. At tie
same time, the Bloc has been intensifying its covert support of local
Communist and pro-Communist groups in their attempts to develop posi-
tions of influence both inside mnd outside the legal governmentsal
structure.

Emphasis on assistance for economic development continued.
but there were signs that new major military ald agreements were
emerging. Although the growing economilc power of the Bloc rrovided
the basis for the expanding aid program, the political contert anc
direction of the program were apparent in the choice of target coin-
tries, the types of assistance provided, and the timing of aid ofiers..

The Bloc offensive in underdeveloped areas continues to be
a blend of economic, political, and cultural ingredients. In pursu-
ing these activities, radiobroadcasting has become a medium of grevw-
ing importance. Between June 1959 and June 1960 the weekly hours
broadcast from the Bloc to underdeveloped areas increased substan~
tilally, with the greatest concentration and largest increase aimed at
the Middle Fast, Africa, and South Asia (see Table 21%),

During the first 6 months of 1960 the Bloc foreign aid pro-
gram in underdeveloped areas grew in size and scope. Filnancial and
technical assistance programs, which at midyear were underway in 25
countries, reached new magnitudes for a semiannual period. The rate
of credit extenslons was higher than in the last 6 months of 1959,
the previous peak period. As a result, lines of credit establishel
in the 12 months ending 30 June 1960 account for more than 40 perc=ant
of total economic credits and grants provided since the ‘inception »f
the Bloc foreign aid program in 195k,

An outstanding feature in the evolution of the Bloc cconomic
aid program is the growing importance of large umbrella crediis pr.-
vided by the USSR for general development purposes. Such credits -on-
stitute 80 percent of all financial pledges made by Bloc countries in
the first 6 months of 1960 and nearly T0O percent of total economic
credits and grants extended since January 1954, By offering such
credits long before they can be utilized, the USSR resps substantial
propaganda gains at no immediaste cost. At the same time, these croedit:o:

% P. 103, below.
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foster the development of state at the expense of private enterprise
and assure the recipient country that substantial foreign aid funds
will be available when needed to meet the requirements of long-range
economic plans.

By extending new credits the USSR sought to consolidate past
gains in Indonesia, Iraq, and the UAR as well as to capitalize on
prolific opportunities in Cuba. With the signing of these new eco-
pomic agreements the USSR committed itself to finance a major part of
Indonesia's projected industrial development program, to resuscitate
the Baghdad-Basra railroad link, to complete the Aswan High Dam, and
to succor the revolutionary economic schemes of the Castro regime.

Between the spring of 1959 and the spring of 1960, no signi-
ficant new Bloc credits for military equipment were extended. Ex~
tensive discussions involving substantial funds were held with the
governments of Cambodia, Cuba, Ethiopia, Indonesia, and the UAR.

The progress of these talks has been such that anncuncement of Bloc
military aid agreements with one or more of these countries can be
expected in the near future.

Although the Bloc continued to press its offensive in the
Middle Fast and Asia, noteble gains were scored in Africa and Latin
America. By midyear 1960, Bloc specialists held an impressive number
of positions as advisers to major departments in the governments of
Cuinea and Cuba. In the former, Bloc experts also were placed in
direct charge of government operating units.

Supervision of the Bloc program in Guinea is exercised by
Soviet Ambassador Solod -- the first Soviet Ambassador to Egypt and
a ranking Soviet Foreign Ministry expert on the Middle East. Spe-
cialists from Moscow and Prague serve as high~level advisers to the
Ministries of Finance, Public Works, and National Economy and the Plan
as well as to the Director of Port Operations. In addition, Czecho-
slovaks have been appointed by the Govermment of Guinea to the posts
of Director of Airports and Director of News Services.

Eloec relations with Cuba throughout the first 6 months of
1960 were conducted in a calculated mammer, with the pledge of Soviet
financial support for industrialization and the conclusion of trade
agreements with various Bloc countries holding the center of the stage.
By the end of June, Premier Khrushchev had accepted an invitation to
visit Cubae; the USSR had established a foreign-aid office in Havana;
and Bloc experts were serving as advisers in the National Bank of
Cuba, the Economic Development Commission, the Institute for Agrarian
Reform, the Petroleum Institute, and the Institute of Mining.

-8 -
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At the same time, Bloc representatives in Cuba apparently
cautioned local Communists against hasty attempts to seize power
overtly. Instead, they appear to have placed great stress on the
importance of gathering de facto control of the revolutionary move-
ment in the hands of the Cuban Communist Party. In this endeavor,
emphasis probably also was given to inereasing the degree <-f Communis:
control over the system of internal security.

Early in July the USSR indicated that it was ready to step
up its support of the Castro government. Sergey Kudryavtsev, a tor-
mer consul at the Soviet Embassy in Ottawa and a highly skilled cre
ganizer of esplonage networks, was named Soviet Ambassador to Cuba.
Shortly thereafter, in the wake of deteriorating US-Cuban relaticas,
Premier Khrushchev publicly announced Soviet diplomatic and finar~ial .
support for the Government of Cuba in its differences with the Urited
States; thus setting the stage for a new and more intimate relation-
ship between Cubs and the USSR.

B, Credits and Grants¥*

1. Extensions

a. 1 January - 30 June 1960

During the first 6 months of 1960, Sino-Soviet Bloc
countries extended a record $786 million in new economic credits :nd
grants to underdeveloped countries (see Figure 1%¥*)., The USSR pro-
vided most of this sum, and &1l but a minor fraction was in the form
of credits (see Table 1%%x),

b. 1 January 1954 - 30 June 1960t

By the end of June, Bloc credits and grants exten.led
to underdeveloped countries passed the $4 billion mark -- $3.2 biilion

* Credit and grant extensions refer to minimum amounts ot assi.it-
ance earmarked under bilateral general assistance or project agrec—
ments., Bloc credit and grant obligations refer to those portions of
credits and grants extended which have been designated for specific
uses or for which utilization has been arranged by firm construction -
or delivery contracts. Credit and grant drawings refer to those yor-
tions of credits and grants extended and obligated which have beer
spent for Bloc equipment or for the services of Bloc perscnnel.

**  Following p. 10.
*¥%% Table 1 follows on p. 10.

For statistical detalls, see Tables 8 and 9, pp. 79 and 80, re-
spectively, below.
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Table 1

Rloc Credits and Grants Extended to Underdeveloped Countries

Jenuary-June 1960

Amount
(Million Current US $)

Underdeveloped
Bloc Country Country Total Credits Grants Purpose
Total 785.7 757.6 28.1
USSR Afghanistan 3.5 Wheat

Cuba 100.0 Economic development

Guines 0.2 Patrol boats

Indonesia 250.0 Economic development

Indonesisa 2.4 Hospital

Iraq 45.0 Baghdad-Basra railroad

UAR -- Egypt 287.0 Aswan High Dem
Czechoslovakia Cuba 20.0 Economic development

India 1.7 Tire factory

UAR -- Egypt 20.8 Equipment and machinery
East Germany Ghana 3.1 Industrial projects
Poland Indis 30.0 Industrial projects
Communist China  Guinea 1.0 Rice

Nepal 21.0 Economic development

- 10 -
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for economic and $0.8 billion for military assistance (see Table 2).
The USSR alone accounted for more than 75 percent of the aid provided
for all purposes.

Table 2
Bloc Economic and Military Credits and Grants

Extended to Underdeveloped Countries, by Recipient Area g/
Janusry 1954 - June 1960

Area Total Economic Military

Totel (million current US $) L, o054 3,231 822

Percent of total to countries in:

Middle East L7 Lo 75
Africa b 5 Negligiole
Asia Lo L4 25
Burope 3 L 0
Iatin America 6 7 0
Total 100 100 100

a. For additional details, see Table 9, p. 80, below.

The Bloc credit program is coming more and more to be
dominated by large umbrella credits provided by the USSR for general
economic development schemes. Nearly 70O percent of total Bloc eco-
nomic assistance since January 1954 is represented by 13 major liaes
of credit -- each of which is for $100 million or more -- all ext:nde:i
by the USSR to 9 underdeveloped countries.* Among these countries,
only India, with its comprehensive economic plans, has entered into
negotlations for large umbrella credits with specific and detailied
proposals concerning allocations of the funds to be provided.

* TFor details of these lines of credit, see Table 11, p. 83, below.
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2. Obligationg*

a. Current and Cumulative

Preliminary survey work and negotiations on projects
being considered under existing eccnomic and technical accords during
the first 6 months of 1960 resulted in agreements that obligated al-
most $900 million of outstanding credits and grants. By late June,

80 percent of Bloc credits and grants extended for economic and mili-
tary purposes had been obligated, thus maintaining about the same pro-
portion that prevalled at the end of 1959.

b. Allocation of Economic Aid

OBLIGATION OF BLOC ECONOMIC CREDITS AND GRANTS
TO UNDERDEVELOPED COUNTRIES, BY TYPE OF PROJECT
As of 30 June 1940

Health, Education
and Governmental

104§ tigure 2

SECRET

More than one-half of all
funds obligated under the Bloc's
economic assistance program have
been channeled into projects that
will contribute directly to an
expansion of manufacturing indus-
try in underdeveloped countries
(see Figure 2). These projects
range in size from small textile
and ceramics plants to a large
steel mill. One~fourth of the
amount obligated has been directed
into activities that will extend
the resource base and boost out-
put in the extractive industries --
constructing huge dams for rec-
lamation, irrigation, and hydro-
electric power in agricultural
regions; surveying for new mineral
deposits; and modernizing mining
facilities and techniques. Sub-
stantial allocations also have
been made for expanding the trans-
portation and communications net-

work that provides services essential to the development of all eco-

nomic sectors.

3. Drawings*¥*

In the first 6 months of 1960, drawings on Bloc credits
and grants reached $135 million, more than half of which went for

¥  For statistical details, see Table 8, p. 79, below.
%% Tor statistical details, see Tables 8 and 10, pp. 79 and 82, re-

spectively, below.
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economic ald projects. By midyear, virtually the entire $82C million
Provided under military aid agreements and 20 percent of the more than
$3.2 billion extended for economic assistance had been spent. Driv-
ings in the half-year period ending 30 June 1960 accounted for about
14 percent of total expenditures for goods and services under Bloc
economic aid agreements which had been made by that date. Figure 3¥
shows the proportion of extensions, obligations, and drawings for
each major component of the Bloec.

At an annual rate, drawings on economic and military

credits and grants for the first half of 1960 were 30 percent lesst

than the average for 1958 and 1959, Expenditures for these esarlier
years reflected the high level for deliveries of military items ard
for materials and equipment used at the Bhilai steel plant. Toward
the end of 1960, as construction is accelerated on a number of large
projects for which funds were obligated during the last 12 months,
drawings may be expected to approach again the level posted in 1958-56,

Drawings on economic credits have remsined about the same
since 1957, whereas repayments have been increasing. This means that
the net burden of the economic aid brogram on the Bloc econocmies, al-
ways very small, has been felling moderately. The provision of mili-
tary ltems, a considerable proportion of which has come from stocks
of retired equipment, has imposed only a slight economle burden on
the Bloc. Furthermore, the payment for these items tends to compe -
sate the Bloc for some of the cost involved in providing eccnomic
goods and services on credit. By continuously building up its ex~
tensions of credit amid a barrege of publicity, the Bloc has reape:l
vast propaganda galns by posing as the champion of economically re-
tarded countries.

C. Technical Assistance

1. Scope and Content

Bloc technical assistance constitutes a broad program that
includes (a) provision of Bloc technicians for military and econom ¢
aid projects in underdeveloped countries and (b) training nationsl: of
underdeveloped countries at various institutions in the Bloe.

In the first 6 months of 1960, 6,900 Bloc technicians of
all types were present in underdeveloped countries for a pericd of
1 month or longer, compared with 6,500 in the last 6 months of 195¢.
The changes between the two half-year periods reflect a decrease ir
the number of military and an inerease in the number of economic

¥ TFollowing p. 1k.
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technicians present. Figure * shows the number present in each coun-
try during the first half of 1960.

Nationals of underdeveloped countries who had completed
or were still pursuing courses of instructlon at military, academic,
and technical training centers in the Bloc are estimated to have
totaled 9,400 by midyear 1960. The countries with the largest num-
bers of natlonals so engaged were the UAR, Indonesia, India, and Irag.

2, Bloc Technicians

a. Military

The decrease in the number of Bloc military special-
ists present in underdeveloped countries during the first half of
1960 indicates that Bloc programs for training indigenous military
personnel in several of these countries had passed their zenith (see
Table 3). This decline also reflects the hiatus in extensive new
military assistance agreements that characterized the period between
the spring of 1959 and the spring of 1960.

Table 3

Bloc Military Technicians in Underdeveloped Countries é/
July-December 1959 and January-June 1960

Persons

January-June July-Decenber
Underdeveloped Country 1960 1959
Total 1,225 1,510
Afghanistan 240 200
Guinea 10 5
Indonesia 80 160
Traq 170 150
UAR -- Egypt 500 635
UAR -- Syria 200 270
Yemen 25 90

a. Minimum estimate of the number of persons present for 1 month
or more. Numbers are rounded to the nearest five.

¥ Tollowing p. 1h.
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b. Economic

The presence of more Bloc economic technicians in
underdeveloped countries during the first half of 1960 illustrates
the progress that has marked implementation of the major economic
aild agreements extant at the turn of the year. Table L* shows the
importance of the USSR ir this phase of the Bloc technical asegist-
ance program as well as the geographical concentration of Bloc per-
sonnel engaged on economic projects in underdeveloped areas.

Examination of the distribution of Bloc persennel zc-
cording to the type of economic development project on which they
were engaged during the first half of 1960 indicates that prcjects in
the fields of tramsportation
BLOC ECONOMIC TECHNICIANS IN UNDERDEVELOPED COUNTRIES and communications and ;DI'O,jEC‘tS
BY TYPE OF PROJECT ON WHICH THEY ARE ENGAGED directly affecting the growth
Januory-June 1960 of the manufacturing iadustry
employed the greatest anumber of
P Bloc technicians (see Figure 5).
: >\ The relative importance of the
: 7 nunber of Bloc personnel in this
Tm"’P"'“'?:" ond Communications V% f category reflects the compara-
S . tively short lead time required
/ to plan and to get underway the
7/ ' construction of roads, air-
Wealh, Education, _ <7\ Wy fields, and telecommunicaticas
 ond Government -~ : T facilities. On the other hand,
el \ ‘ projects that have as their aim
2’2‘,’2;%7’;’; ",":353 “Exploration "\ ” an expansion of agricultural

rd hydroslectic o/ and Explottation’, * T T T T and mineral production neces-
. sarily require a longer time

for planning and for actually
getting operations started.

31277 860 figure 5

SECRET

3. Free World Trainees

a. Milita.rx

Since early 1955 a total of 14,200 men from the mili-
tary forces of underdeveloped countries have been trained or are
presently enrolled in military schools in the Bloc, chiefly in Poland

*¥ Table 4 follows on p. 16.
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Table &

Bloc Economic Technicians in Underdeveloped Countries g/
July-December 1959 and January-June 1960

Januasry-June July-December

1960 o/ 1959

Total number of technicians 5,680 5,025
Percent of total present in:

Middle East 67 65

Asia 28 31
Percent of total provided by:

USSR 65 63

European Satellites 18 20

a. Minimum estimate of the number of persons present for 1 month

or more.
b. For additional details, see Tsble 12, p. 84, below.

and the USSR.* Of this number, 65 percent have come from the Middle
East -- primarily Afghanistan, Iraq, and the UAR -- and most of the
remainder have come from Asia, mainly Indonesia.

b. Academic and Technical

In addition to those who have been assigned toc Bloc
military training centers, 5,200 persons from underdeveloped coun-
tries have pursued or are now pursuing courses of instruction at Bloc
universities and technical training centers.¥* By late June 1960,
2,800 of this number had matriculated in institutions of higher learn-
ing and another 2,400 had enrolled in technical training schools.
About 60 percent of the academic and 45 percent of the technical
trainees came from the Middle Bast, whereas 20 percent of the academic
and 55 percent of the technical trainees came from Asia. Most of the
university students and technlcal tralnees have gone to the USSR.

* TFor statistical details, see Tsble 13, p. 85, below.
**% TFor statistical details, see Tables 1k and 15, pp. 86 and 88,
respectively, below.
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D. Trade
1. Value¥

Trade between the Bloc and underdeveloped countries in
1959 remained at about the same level as in 1958 (see Table “*¥],
whereas betveen 1956 and 1958 there was an 8Verage annual increas:
of 20 percent. The relative stability registered in 1959 was the
result of an ll-percent growth in Bloc imports and an 8-per-ent do-
cline in Bloc exports. Comparison of trade for 1958 and 1959 be=
tween each of the three prineipal regions of the Bloc and the undr-
developed countries reveals divergent trends. The USSR recorded 1
5-percent lncrease, Communist China posted a 3~-percent decline, aad
the BEuropean Satellites remained the same. Although the European
Satellites retained their preeminent position in Bloc trade with =
derdeveloped countries, the USSR increased 1ts share to 36 percerl
of the total.

2, Direction

A 13-percent decline in Bloc trade with the Middle Eest --
a reglon that accounted for 4O percent of trade turnover in recert
years -- was the main factor underlying the precipitous drop ir the
rate of growth in trade between 1958 and 1959 (see Table Ex*+), Had
it not been for the substantial increase in Bloc imports from ukiers=
developed countries in Asia, total trade would have declinec. Trlike
its commerce with Asia, Bloc trade with Africa was of such minor queale
titative importance that the Llh-percent rise in Bloc trade with “his
area had only a slight effect on over-all trade with underdevelooed
countries. Although Bloc trade with Latin America did not welgh
heavily in the aggregailive balance, the basis was established fo- a
dynamic growth in future trade, especially with Cuba and Brazil.

a. Middle East

Almost every major country in the Middle East reovortx:
a decline in exports to the Bloc. The principal factors contribating
to this slump were (1) smaller purchases of Turkish and Greek tovacc:.
combined with lower tobacco prices, and (2) reduced purchases of UAR
cotton, the first such decline Bince the signing of the orizinal arms3
agreement with Czechoslovekia in 1956.

¥  Tor statistical detalls, see Tables 16, 17, end 18, pp. 89,
90, and 94, respectively, below.
¥% Tgble 5 follows on p. 18.
%%% Table 6 follows on p. 18.
- 17 -
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Table 5

Bloc Trade with Selected Underdeveloped Countries, by Bloc Ares g/
1958 and 1959

Million Current US $

Total Exports Imports
Area 1959 1958 1959 1958 1959 1958
Total Bloc 2,266 2,237 1,085 1,17k 1,181 1,063
USSR 808 769 343 383 465 386
European Satellites 1,053 1,049 52k 556 529 Lol
Communist China Los lig 218 235 187 184

a. For additional details, see Tables 17 and 18, pp. 90 and ok,
respectively, below.

Table &
Index of Change in Bloc Trade with Underdeveloped Countries g/
1959
1958 = 100
Total Bloc Bloe
Ares Trade Exports TImports
All areas 1C1 g2 111
Middle East a7 &8 87
Africa 14y 129 166
Asia 11k 86 k47
Latin Americsa 106 117 99
Europe 104 a3 120

4. Based on trade in current prices.

Although the reduction in Middle East imports from the
Bloc was distributed throughout the reglon, it affected the UAR more
than all of the other countries combined. As a result, the UAR re-
established its normal export, surplus with the European Soviet Bloc -~
a surplus that must be continued in subsequent years if the UAR is to
meet its payments on Bloe military and economic loans.

- 18 -
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b. Asia

The rise in Bloc trade with underdeveloped countries
in Asia was entirely attributable to a sharp upswing in Bloce imperts,
especially rubber purchases in Malaya. Bloc imports of rubber from
Malaya increased 27 percent in quantity compared with 1958, whereas
rubber prices averaged 2/ percent higher. This boom in imports from
Malsys was largely the result of a shift by the USSR away from pur-
chases of Malayan rubber through the UK.

3. Importance of Bloc Countries as Trading Pertners

Preliminary data show that the industrial cowmtries oFf
the Free World experienced a leveling off in their trade with und 2r-
developed countries that was similar to that noted for the 3ioc, In-
dicating that the relative shares in the trade of underdeveluped :oun-
tries represented by the two power groups in 1959 remained about :the
same as in 1958 -- 93 percent for the industrial countries 7 the Fre:
World, 7 percent for the Bloc,

The general decline in the average rate of growth in - rad:
between the Bloc and underdeveloped countries taken as a whoie tends
to obscure the importance of Bloc trade for certain of them. Tho se
countries that conducted more than 10 percent of their commerce w th
the Bloc are listed in Table 7.*

4, Agreements

On 30 June 1960, commercial agreements in effect betw en
the Bloc and underdeveloped countries totaled 196 -~ the seme numer
in force at the beginning of the year (see Tables 19 and 2C**). i'ive
new agreements were concluded during the first 6 months of the yerr:
one by Tunisia with East Germany and the others by Cuba with Hast Ger.
meny, Czechoslovaekia, Poland, and the USSR. In the same period tie
following five trade pacts were either terminated by the underdevelopeé
countries concerned or allowed to lapse: Indla and Iebanon with { ome
munist China, Lebanon with Hungary, Burms with Czechoslovekis. anc

Argentina with East Germany.

By midyear 1960, both Burma snd Argentins had terminated
all thelr barter arrangements with the Furopean Satellites and Cor-
munist China. The Burmese actions grew out of the persistence of im-
balances in barter accounts with Bloc countries and reflected a de-
termined policy to return to the more conventional methods «F mult -
lateral clearing in convertible currencies. Argentine moves toward

* Table 7 follows on p. 20,
** Pp. 98 and 101, respectively, below.
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greater multilateralism followed recommendstions of the International
Monetary Fund in connection with support provided by the Fund for the
exchange and currency reform programs of the Frondizl government.

Table |

Bloe Share of the Trade of Selected Underdsveloped Countries g/
1958 and 1959

Percent
Exports Imports

Area_and Country 1359 1958 1959 1958
Middle Kast

Afghanistan 25 23 40 38

Greece 17 16 8 T

Turkey 12 ol 10 18

UAR -~ Egypt 52 Ly 30 29

UAR -- Syria 12 3L 11 1z
Africa

Guinea 17 Negligible 8 Negligible
Europe

Iceland 34 35 31 32

Yugoslavia 31 29 25 28
Latin America

Uruguay 28 21 9 5

2. Countries conducting 10 percent or more of their trade with the
Bloc.
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II. Bloc Actlvities in Underdeveloped Areas, by Area and Country

A, Middle East

1. Afghanistan

During the first half of 1960 the Soviet Bloc, partic.-
larly the USSR, maintained major economic, propaganda, and cultural
offensives in Afghanistan. While in Kabul for a state visi® duri g
March, Khrushchev identified the USSR with the policies and ocutleok
of the Afghan Government. He endorsed self-determination for the
Pushtuns on Pakistan's side of the border and praised the Afghans
for being determined and couragecus anti-imperialists throughout
their history. He approved the government's social reform oolici=s
and. endorsed Afghanistan's economic development program, assuwring
the Afghans thHat the USSR would continue to support Afghanistan with
economic assistance in the future. He prophesied -- correctly -=-
that with Soviet help oil would soon be discovered in northern
Afghanistan.

Khrushchev aiso signed an Afghan-Soviet cultural agrée-
ment which calls for the expansion of cultural relatiams. During
the period under review, two additional chapters of the Afgnan-Scviet
Friendship Society were established. The USSR continues to explcit
the traditional strength of Russian scholarship in the history, cul=-
ture, and languages of Central Asia in order to ingratlate itsel:i wita
nationalist-minded Afghan leaders and with the Afghan public at large.

The USSR's short-run strategic objJectives in Afghaniktan
appear to be (a) to deny Afghanistan to the West in order to protect
perhaps the most sensitive region of the USSR, Soviet Central Asia;
(b) to create difficulties for Iran and Pakistan and thereby weaken
CENTO; and (c) to make Afghanisten a showcase for "peaceful coex:st-
ence." The USSR does not appear to envision takeover or satellizatice
except as, possibly, a very long-range obJjective.

The impact of Bloc activities on Afghenistan hes beer. sig-
nificaent in the economic and psychological spheres. The economic ine
tegration of the two countries is lncreasing. Soviet assistance and
propaganda have reduced somewhat the traditional Afghan miptrust of
the individusl Russian and of the Soviet state and have created :n
awsreness of Soviet achievement in science among limited educatec
groups. The political impact of Bloc activities on Afghan domes'ic
politics has been slight. The number of Soviet advisers tc the afghsr
Government continues to increase, but there is still no evidence thai.
they play more than an advisory role. There continues to he no »vi-
dence of Soviet subversion or of Soviet techniclans engaging in poliii -
cal activities.
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Bloc credit offers and agreements, military and economic,
are well-conceived to exploit the particular ambitions and problems
of the country and are closely coordinated with other efforts to ex-
pand Bloc influence in Afghanistan. The performance of the Bloc in
implementing economic development projects has been satisfactory, the
major problem being the shortage of local currency and skilled labor
within Afghanistan. The performance so far has made s favorable im-
Pression on the Afghans, and it has led them to continue close eco-
nomic and militery relations with the Bloc.

The Bloc's economic assistance efforts in Afghanistan dur-
ing the first 6 months of 1960 were highlighted by rapid implementa-
tion of the Kushka-Kandahar road grant and the discovery of significant
petroleum resources by Soviet, Czechoslovak, and Rumanian oil exploita-
tion teams, operating in northern Afghanistan under the 1957 explora~
tion agreement. By May, four producing wells had been brought in with
reserves estimated at 45 million metric tons of oil and 22 billion
cublc meters of gas under pressure -- amounts far in excess of Afghan-
istan's present and foreseeable future requirements. The discovery
was promptly followed by a Soviet offer of assistance in producing,
refining, and marketing the oil and gas.

In June a delegation was sent to Moscow apparently to
negotiate for Soviet aid to carry out the Afghan Second Five Year
FPlan. Afghanistan will require approximately $25 million in local
currency during fiscal year 1960/61 to finance major Soviet projects,
including the Naghlu hydroelectric station, the Darunts irrigation
project, the Salang Pass road, and the Kushka-Kandahar road. Afghan-
istan does not have the necessary local funds to proceed with the
projects at the rate the USSR would like, and the USSR is pressing
Afghanistan to implement an agreement signed in 1959 for the import
of' consumer goods on credit to generate local currency. The USSR ex~
tended a grant of 50,000 tons of wheat to alleviate acute grain short-
ages in Afghanistan.

In January, Afghanistan ratified an agreement with the
USSR for the construction of the 470-mile Kushka-Kandshar highway.
The USSR apparently is comstructing a narrow-gauge railroad from
Kushks to Herat in order to facilitate the transportation of men and
material during construction. Approximately 500 Soviet specialists
will assist in the building of this road.

Two major agreements for hydroelectric development were
signed with the USSR in January. A contract was signed for aid for
the construction of the Naghlu hydroelectric station, to be financed
under the $100 million credit extended in January 1956, and a $22.k4
million contract was signed providing for the construction of a dam
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and hydroelectric powerplant on the Kabul River at Darunta Gjorge ,
near Jalalabad.

Twelve Soviet engineers surveyed the Chakhansur area of
the lower Helmand Valley in May. It appears that the USSR is contem.
pPlating extending aid for construction of a diversion dam or: the lowt:
Helmand after the United States showed 1ittle enthusiasm fur the pro.é .,

The USSR 1n 1959 continued to be Afghanistan's most mpo: -
tant trading partner, accounting for about 30 percent of its totnl
trade. The USSR supplies a number of key products to Afgharistan anc
in return takes Afghanistan's agricultural exports.

Following the pattern of events beginning in 19:h4, Bioc
influence and especially Soviet influence in certain fields have grov:
during the period under review. There is every indicatior that *his
growth will continue.

2. Cyprus

The Bloc weas not permitted officisl representation ir
Cyprus before the achievement of its independence, scheduled for
August 1960. Meanwhile, the Bloc is engaged in a trade promotior
drive in Cyprus. Initiative for the development of trade has came
both from visiting Bloc trade representatives and from the active
local left-wing trading organizstion, LOEL. Attractive offers heve
been made by the Bloc to purchase agricultursl products -- citru:
fruits, tobacco, and raisins -- that Cyprus is having difficulty in
marketing. There also have been reports of Bloc willingness to ture
nish financial and technical assistance to Cyprus, and official cver-
tures probably will be advanced when Cyprus achieves independent
status.

In March a Cypriot industrialist signed an agreement with
the Soviet trading corporation Tekhnoeksport which provides that the
USSR will supply machinery for the first automatic flour mil: on the
island. This is the Bloc's first economic assistance project on
Cyprus. The USSR reportedly agreed to accept agricultural productis
in payment for the equipment.

In view of the difficulty that Cyprus is having in msc-
keting certain agricultural products, Cypriot authorities ®ind it
virtually impossible to refuse to sanction commercial transactions
between Cypriot firms and the Bloc in spite of the fact that many of
them are wary of Soviet interest in developing economic ties with
Cyprus. In early 1960, approximately a dozen commercial agreemern:s
were concluded or under negotlatlion between private Cypriot firms and
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Bloc countries. Involved in these arrangements are some of the oldest
and most respected Cypriot firms, which claim that they trade with the
Bloc only in the asbsence of alternative markets for agricultural sur-
pluses. In these dealings the major Bloe trading partners are Rumania
and Czechoslovakia. Exports from Cyprus are chiefly fruits, raisins,
tobacco, asbestos, and iron and copper pyrites, and imports from the
Bloc are timber, cement, textiles, and glasswere.

In 1959, Cyprus's total trade was about $168 million, of
which about $L4.2 million, or about 2.5 percent, was with the Bloc.
Czechoslovakia and Rumania accounted for about 90 percent of total
Bloc trade. It is likely that exports to the Bloc will increase in
1960 because many of the private trading arrangements were concluded
in late 1959 and shipment will not be made until 1960. Some evidence
of this trend is found in the fact that in December alone $400, 000
worth of Cypriot exports went to the Bloc compared with only $800, 000
for the first 11 months of 1959. '

The Bloc can be expected to pursue its program to expand
trade relations with Cyprus. The Cypriot Government will be under
pressure not only from left-wing elements on the island but also from
farmers and businessmen to permit commercial exchanges to increase.
Although trade with the Bloc is expected to iricrease in the months
ghead, it is unlikely that the Bloc will displace traditional Western
sources of supply. Whether Cyprus, once it is independent, will seek
aid from the Bloc will hinge upon a number of factors, particularly
the availabillty and magnitude of assistance from the West.

3. Greece

Grecce has been under increasing Soviet Bloc pressure dur-
ing the past 2 years in a revived Soviet effort to disrupt stability
in the Aegean area and to undermine the Western defense system. Greek
reaction to this Soviet interference in the internal affairs of Greece
was clear and strong on the part of the government as well as from all
non-Communist circles.

The Soviet Bloc, acting in concert with the local Commu~
nists, has exploited the serious urban gnd rural unemployment situa-
tion and has effectively exploited interparty strife among the non-
Commurnists. In addition, the locel Communists control the local op-
position party in Parliament.

The Greek Government signed an agreement on 3 March with
the Polish firm CEKOP for the construction of the sugar beet mill at
Serres in eastern Macedonia. The foreign exchange cost for the mill
will be about $4.2 million, 90 percent of which Greece will repay to
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Poland by the export of agricultural products {(mainly tobacco) wiih
the remainder to be repaid in dollars. The factory is to be com-
pleted in 40 months. The Poles also were awarded a contract in lete
1959 for the construction of a cold storage plant in northerr Gre:ce.
These are the first instances of the acceptance by Greece of capi-al
investment projects from a Soviet Bloc country.

In another departure from past policy, the Greek Minirtry
of Industry signed an oil exploration agreement with Rumania on
13 March that will admit threéee to five Rumanian oill technieciens irto
central Greece. Payment will be through the Greek-Rumanian clearing
account.

Although in the past the Greek Government has permitted
Czechoslovak technicians to come into the country to service Czecto-
slovak equipment, it has opposed any long-term assignment of Bloc
technicians. The oil exploration agreement with Rumania is the first
departure from this policy. In addition, Polish techniciens will aid
in the construction of the sugar beet mill and cold storage plant.

Although the USSR continued to make offers of economis: aic,
the Greek Government opposed any large-scale Bloc deals. However.
after many years of Bloc pressure for civil alr agreements, the Greek
Goverrmment did conclude an asgreement on 17 June with Czechoslovakia
granting the Czechoslovaeks overflight rights on their Prague-Cairo
route and landing rights on theilr Prague-~Athens-Damascus-Baghdad :-oute .
A Greek-Rumsnian air agreement was reached on 4 May providing for
regular flights between Athens and Bucharest.

The government has taken measures to Increase trade with
the Bloc as a means of increasing exports of surplus asgricultural
commoditles. Two of the noteworthy barter deals approved by the tireel
Government during the review period were (a) the exchange or $3 m'l-
lion worth of Czechoslovak teleccmmunications equipment for Creek
tobacco and (b) the exchange of $3.5 million worth of East German re-
frigerator cars for tobacco and fruit.

In 1959 the Soviet Bloc accounted for 7.5 percent of tireel
imports and 16.5 percent of Creek exports -- about the same &s in 195t
The most lmportant of Greece's Bloc trading partners continued during
1959 to be the USSR, which accounted for 35 percent of Greek expo:ts
to the Bloc and 38 percent of Greek imports from the Bloc. Chief Greek
imports from the USSR were petroleum and forestry products, and prrimeasy
Greek exports were tobacco and other agricultural products.
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4, TIran

The USSR has continued its efforts to neutrelize Iran and
thereby reduce the influence of the United States in the area. Both
Radioc Moscow and the "national Voice of Iran," a clandestine station,
continued their sharp perscnal attacks against the Shah and his sup-
porters. The Soviet Ambassador in Tehran left in February and has not
returned. Recently the Shsh recalled the Iranian Ambassador in Moscow
for consultation. The Tudeh (Iranian Communist) Party continues to be
disorganized and generally ineffectual within Iran as the police and
the national securlity organization continue their harassment.

Two of the three Bloc economic projects were completed in
the first half of 1960, and no new offers of economic assistance to
the government have been made. The 16,000-mctric-ton grain-storage
elevator at Shiraz, which was bullt with the aid of Soviet technicians
and supplied with Soviet eguipment, was finished in February. This
project, financed by the Plan Organization, had been started by the
USSR before World War II. Also in February, experimental production
began in the privately owned Fariman sugar beet mill built and equipped
by the Polish firm CEKOP, which extended a $2.5 million credit payable
over a period of 8 years at 3 percent interest. This mill was com-
pleted with remarkable speed by Iranian standards. Iranians connected
with the project were lmpressed with the plant and equipment and pro-
fessed to see no connection between this type of economic venture and
political relations with the Bloc. In addition, they differentiated
between dealing with the Poles as opposed to the Russians. CEKOP also
is constructing another privately owned sugar beet mill at Shanzar
northeast of Meshed under a $3.6 million crédit, payable over 6-1/2
years at 3 percent interest. This mill is scheduled for completion
in early 1961.

Two additicnal private credits were reported during the
period. The Pashma Baf textile factory at Esfahan concluded a con-
tract with the Soviet Trade Agency for $334,320 worth of textile ma-
chinery, with a payment of 10 percent to be made 10 days after signing
the contract and 80 percent to be paid in L8 equal monthly installments
beginning 1 year after the signing. The other 10 percent is unaccounted
for. The Shahnaz textile factory, also in Esfahan, was reported to be
completing the installation of 300 new looms from Czechoslovakia, pre~
sumably under an old credit. The price reportedly was $280,000 in=-
stalled, 50 percent below the lowest US bid. Credit terms were over
a 2-year period with no interest charges. This company reportedly
plans to order 700 more looms from the Czechoslovaks.

During the period, representatives of a Soviet trade mis-
sion intensified their efforts to sell industrial machinery on a
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long-term payment basis at 2.5 percent interest. Negotiations aliso
reportedly were in progress between Poles and Iranians for the sup-
Ply of other capital goods. There has been no evidence of coordsna-
tion or speclalization among Bloc countries, and in fact there hes
been competition among them especially for the sale of industria’ ma-
chinery.

At least 5 Soviet nationals were working at Shiraz or 5%l

grain storage facilitles, and about 25 Polish techniclij&um_bLI
lieved to be workinge on twn snear mills near Medhed 25%1

The only Bloc technicians who have been received ia a friemdit- 251

fashion have been the Poles, who often speak French and refusze tc be
identified as Communists. All of the technicians are considered fully
competent.

The Soviet Bloc economic offensive in Iran continues to
be concentrated in the trade sphere. Although trade with the Blce
in the first half of 1960 declined from the level recorded In the
comparable period of 1959, trade for the entire year probably will
approximate the 1959 level. The USSR remsins the most important pur-
chaser of Iranian goods, excluding oil, and it is by far Iran's most
important Bloc trading partner. Although other sources of imports
are open to Iran, no comparable market exists for agricultural ccon-
modities and minerals originating largely in northern Iran.

Principal evidence of Bloc efforts to expand trade with
Iran was the increase in commercial representatives. The Soviet
Trade Agency now has a staff of 83 Soviet citizens, 67 of waom ar-
in Tehran and the others in Meshed and Tabriz, compared with only
26 in 1954, Hungary, Poland, Rumania, and Czechoslovakia have trade
representatives in Tehran. Included in the staff of the Soviet T-ade
Agency are at least 25 specialists in such fields as mining, wool.
leather, dried fruit, and machinery. At least 15 of the staff ar:
known or suspected to be intelligence agents.

There has been no significant change in Soviet Bloc &=
tivity in Iran during the review period. The few Bloc projects are
being completed, and no new ones are underway. Trade has remained
at previous levels and is not expected to vary to any great extent
in the near future. The Iraniasn distrust and fear of the USER pre:-
clude any large~scale Soviet Bloc economic penetration of the cowi-
try.
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5. Irag

An improvement in relations with the West (except France)
and a general falling off of regard for the Sino~Soviet Bloc have
characterized the Iragqi scene. In late 1959, following the unsuccess-
ful attempt on the 1life of Kassem and an Intense UAR propagenda cam-
paign against him, there were indications that the resulting pressures
might drive Kassem firmly into the local Compunist and Bloc grip. Such
did not prove to be the case. Awere of his waning personal popularity,
and in the wake of the sbatement of UAR attacks on him, Kassem has
since maneuvered cautiously to prevent any political group from gain-
ing the upper hand. At the same time, he has been at pains to see
that the local Communists bore the brunt of public dissatisfaction
with the lagging economy, stalled development program, and adminis-
trative ineptitude. This also has redounded to the disadvantage of
the Bloc.

Kassem has chosen to harass the Communist Party obliquely
rather than openly because he feels that he may need Communist support
again in the event that Nasser reopens his campaign agailnst him. Com-
munist and fellow-traveling ministers have been shunted into less re-
sponsible posts but in general not removed from the government. 1In
February the Minister of Agrarian Reform and Acting Minister of 0i1,

a principal advocate of closer relations with the Bloc, was removed

by Kassem. Instead of refusing to llcense the Communist Party, Kassem
deliberately conferred a license on an unimportant splinter group of
the Party. The government, at least temporarily, conceded to the Com-
minists control of the teachers and students unions but has steadily
moved against them in the other labor and peasant organizations. And,
although Communist propaganda is as vociferous as ever, anti-Communist
publications are permitted, even encouraged, to counterattack. Phrases
such as "ruble diplomacy" have begun to be used by them.

Once it became clear that officisl sanctlon no longer
cloeked the Communist Party, public indignation at its overeager
drive for power began to show itself. Educated Iraqis who are anti-
Communist felt able to voice their feelings, and the larger number of
fellow-travelers, who are essentially opportunists, began a scramble
for the safer side of the fence. In part, the changed atmosphere re-
flects disappointment with the achievements of the new regime to date.
An even more important ingredient is Iraqi disillusionment with the
overpublicized Bloc technical assistance on which widespread hopes
had been pinned as a panacea for the country's economic ills. Public
feeling has shown itself to the extent of physical reprisals for Com-
munist mob actions.
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An unofficial visit by Soviet Deputy Premier Mikoyarn in
April falled to affect either Kassem's views or the generai climate
of opinion. Official relations with the USSR and Bloc countries, has
ever, are carefully maintained on a cordial level.

Visible progress and benefit to Iraq under the Soviet ail
agreement of March 1959 continue to be lacking. With the axception
activity on the Basra-Baghdad railroad, government farms, and a sroai-
casting station, the work to date has been of a type that has liitle
impact on either the broad masses of people or even a considerable
segment of the more sophisticated groups. The USSR has moved ferwart
on surveyling a number ot projects but has found no magic formula to
expedite construction in the face of the disintegration of Iraq':
managerial organization, shortage of technical skills, and paralyssis
of the decision-meking machinery. In the commercial field, merchant:
dealing with the Bloc have complained of high transit losses due to
poor packing, difficulties in reaching adjustments with suppliers,
poor dellvery schedules, and difficulties in obtaining service aad
spare parts, all of which have tended to offset comsiderations ¢f
price. Only the Czechosloveks have thus far escaped these criti:ism:;
to a slgnificant degree.

In splte of disappointment with the earlier agreemen-:,
the Iraqi Government in May accepted a Soviet aild commitment of an
additional $45 million to be used for a key development pro,ect, the
major rehabilitation of the Basra-Baghdad rallroad. The Czechos:iovew
also offered a credit of $30 million to Iraq in February for several
small proJects having immediate domestic propaganda value. Although
under great pressure to show progress in development, the Ifragi tjove r-
ment has not acted upon the offer.

A contract under the original Soviet aid agreement was
signed on 2 April between the Iraql Government and the Soviet Tekhno-
eksport organization for c¢il exploration in a 250-square-mile ar-:a
near Khanaqin. Contracts also have been signed for Soviet sassis:ance
for constructicn of a shipyard at Basra and for the installation of
3 automatic telephone exchanges. Soviet technicians are current..y
carrying out several obligations under the 1959 credit agreement.
Conversion of the Basra-Baghdad rallroad from meter to standard :augi:
was begun on 1k February 1960; sites have been selected and work has
started on 5 government experimental farms and on tractor statians
to serve them; and installations of four 1,000-kilowatt radio truns-
mitters are scheduled to be finished by the end of 1960. A team of
Soviet experts is in Iraq to study methods of improving navigation o
the Tigris and Euphrates Rivers. In the military field, all Blo:
heavy equipment deliveries bad been completed by the end of June 196i:.
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The Iraqi 1960 cultural exchange program with the USSR
calls for the acceptance of 400 Iragis in Soviet educational institu-
tions. This nunmber is sbout the same as last year, but there will be
an increase in the total number of students in the Bloc as a result
of the length of study programs.

Information on military training courses in the Bloc is
closely guarded, but it appears that about 90 officers are attending
staff college training, sbout 140 air force officers or cadets are in
training, and several smaller groups will participate in short courses
during 1960. Dissatisfaction is revealed in the stories of Iragi stu-
dents and trainees in Bloc countries. Several students are known to
have left their studies in China and refused to return. Difficulties
in Albania have been admitted in official statements. Returning mili-
tary trainees have expressed dissatisfaction, and many attempt to evade
training assignments in the Bloc. Language barriers, drab living con-
ditions, curtailment of personal liberties in the form of restrictions
on movement or companions, and observation of the lot of the Soviet or
other Bloc peoples have produced markedly critical reactions.

Tt is estimated that, during the first half of the year,
approximately 425 Bloc economic technicians, including medical per-
sonnel, advisers of all kinds, and interpreters, were then in Irag.
Individual experiences of Iraqls with Bloc technicians in Irag and of
Iragi students in Bloc countries are contributing heavily to a dete-~
rioration of respect for both individuals and the political system
operating within the Bloc but have not detracted substantially from
Iraqi admiration for some aspects of the economlc system and for the
more spectacular Soviet technical achievements. In the military
equipment field, a considerable appreciation of Soviet items remains,
but there are constant breakdowns of transport vehicles and difficul-
ties in high-temperature operation of tank and transport engines that
are the subject of open dissatisfaction. Deficiencies in Bloc tech-
nical ability, although possibly not a major factor, have been noted
to a certain degree among the military and in the field of medicine
in particular. About 170 Soviet military technicians were in Irag
during the period.

A trade and payments agreement for the fiscal year 1960/61
was signed in Peiping on 25 May between Communist China and Iraqg.
Under its provisions, Iraq will export to China dates, cotton, raw-
hides, crude oil, oil byproducts, and other Iragi products. So far
the sale of royalty oil has been unsuccessful. Some petroleum products
have been sold to China on an experimental basis, primarily for use in
Yemen, but with little success because of high Iraqi inland freight
costs and inadequate packaging. Chinese finished goods, textiles,
radio tubes, and the like are appearing on the Iraql market in increasing
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volume and at preferential prices of from ope-third to ome-half that
of similar Western goods.

In 1959 a dramatic shift reflected the postrevcoliutionary
gains of the Bloc countries in the Iraql market when the Bloc, as a
group, took approximately 19 percent of total Traqi exports. exceut
0il, and supplied 6.3 percent of total imports. Exports to Bloc coun
tries rose from $16,229 in 1958 to $6.1 million in 1959. Imports froi:
the Soviet Bloc also rose -- from $6.0 million in 1958 to $18.2 mil-
lion in 1959. Czechoslovakia was the principal supplier.

Following Kassem's moves sgalinst the local Commmunists and
the voicing of complaints about Irag's deteriorating economic situa- -
tion, it was expected that Mikoyan's unsolicited visit would resu.t
in some kind of Soviet action to breathe new life into the aid pro-
gram. The USSR finds itself, however, becoming the victim of Iraai
ingbility to decide and to act promptly or with any degree of effi-
ciency.

6, Pakistan

Soviet initimtives toward Pakistan during the first half
of 1960 were a combination of propagends attacks aimed at the basic
concept of Pakistani unity and persistent offers to extend =conomic
aid provided the Pakistani Govermment adopted a more cooperative .atti.
tude. These pressures and the Pakistani regime's own judgment about
its requirements resulted in the most extended and concrete negotia-
tions for Soviet aid since the creation of Pakistan.

Bloc efforts directed at Pakistan were highlighted by the
issuance in Kabul on the occasion of the Khrushchev visit of a formai
communigqué in which Afghanistan and the USSR expressed their agre:men
that the fate of the Pushtun inhabitants of Pakistan should be sestle:i
by the principle of national self-determination. The communiqué Jas
later expanded by Khrushchev's public statements warmly endorsing
Afghanistan's plea for a plebiscite in the Pushtun area of Pakistan.
For most of the period, other Soviet gestures toward Pakistan wer:> a
mixture of arrogance and the confidence that Pakistan would be forced
to improve relations through increased trade and cultural exchang:s.
Furthermore, the USSR directly challenged Pakistanl statements in the
foreign policy field. The volume and acrimony of these attacks were
stepped up in the post-U~2 period when the USSR addressed twe waraing
notes and Khrushchev personally labeled the Pakistani official attitule
as halfhearted and insincere.

In Pakistan the Bloc is able to exploit the widespreal
feeling that Pakistan has needlessly antagonized Communist czountries
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by its policy of alignment with the West. In East Pakistan a major
business organizatlon appealed for permission to import machinery and
spare parts from the USSR. Soviet credits and payments practices were
held to be more advantageous than those of the West and would foster
the industrialization of East Pekistan. The major political factor
that conditions official attitude appeaxs to be the hope that stronger
economic ties with the USSR may lead to a less intransigent Soviet po-
sition in the Security Council on the Kashmir question.

Pakistan concluded no agreements with the Sino-Soviet Bloc
for economic aid during the first half of 1960. Pakistani officials
early in May, however, indicated a willingness to consider Soviet of=-
fers of assistance, principally in the fields of petroleum and minerals
exploration. President Ayub 1s said to belleve that Pakistan should
test the sincerity of the USSR by giving that country the opportunity
to provide assistance In setting up Industrilal plants and participating
in the exploration of Pakistan's natural resources. President Ayub
also stated that he saw no danger in sending business and cultural good-
will missions to the USSR or accepting Soviet technicians into Pakistan,
as such actlon would not result in any significant change in Pakistan's
foreign policy in regard tc international Communism.

Pakistani trade with the Sino-Soviet Bloc, which was less
than 1 percent of Pakistan's totel trade before 1958, has expanded to
nearly 3 percent of the country's total trade since that time. During
the past © months, Pakistan's trade relations with the Sino-Soviet
Bloc further increased on the basis of additional barter agreements.
Finding itself with mounting surpluses of raw Jjute and raw cotton, be-
cause of a drop in world demand for its principal export crops, Pakistan
considered itself fortunate in acquiring new markets in several Bloc
countries. In exchange, Pakistan will import coal, machinery and equip-
ment, bieycles, and watches.

It appears that the Bloc's influence in Pakistan has grown
during the period under review. In spite of the army regime's strong
anti-Communist stand, Pakistan's leaders are more openly anxious to do
business with the Bloc and to convince the Kremlin that Pakistan has
no hostile intentions in its foreign policy. Although still under con-
trol, domestic pressures for more contacts with the Bloc are still
prevalent and probably would increase at the first chance, particularly
in East Pakistan.

7. Turkey

The review period was highlighted by the anncuncement in
April that Prime Minister Menderes would visit the USSR in July and
that Premier Khrushchev would return the visit the following month.
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On 27 May, however, a military coup toppled the Democratic Party ad-
ministration and, with it, plans for the visit. Although the USS:
extended the invitation to the new Prime Minister, General ‘ursel.
Gursel replied that he was too occupied with domestic matters to make
the trip. The USSR 1s attempting to exploit this new situation b
pressing Turkey for improved relations and stressing that friendship
with the USSR would be in line with the policies of Kemal Ataturk.
founder of the Republic. The USSR st the same time also has made
general offers of economic aid.

Cultural exchanges continued at about the same level in
the review period. In early 1960, Soviet representatives in Turk:y
became scmewhat more active ms they made increasing contacts with
Turkish Government ministries and newspaper editors.

The implementation of Bloc projects continued during che
period. The two partly government-owned textile mills at Bergams and
Manisa, which are being equipped with East German machinery, were ex-
pected to be completed in March 1960, about 1 year behind scnedul .
The delay was caused by differences between the East German techni-
cians and the Turkilsh management and the failure of the machinery to
arrive on time.

‘ The delivery of equipment from Soviet Tekhnoeksport t°

the textile factories at Kareman, Adiyaman, and Nevsehir ig schediled
to take place by the end of 1960 under the terms of a contract wish
the Sumerbank that was approved by the Turkish Government in mid-:959.
The Sumerbank reportedly also has purchased $800,000 worth o equip-
ment from Tekhnoeksport for its textile factory in Kayseri. The lovix
flat-glass factory at Cayirova 1g scheduled for completion in 196D ani
is to cost $2.4 million, payeble in 5 years at 2.5 percent intere:t.

There has been no evidence of coordination or specializa-
tion among the Bloc countries, but there have been many instances of
competition among them in bidding for contracts.

There was a moderate increase in the exchange of techqi-
cal personnel during the period. Fifty Turkish technicians receired
training in the USSR under contract for the flat-glass plant for
a period of 3 to 4 months. Half of them are still in the USSR. ‘The
number of Bloc technicians in Turkey was about 105, of which 90 w:re
East Germans at the two textile mills. In addition, four Boviet rex~
tile experts visited the country to survey the four textile factories
the USSR is to equip. There have been few criticisms of the behasior
or competence of Bloe technicians. The only report of frichtion cume
from the Bergama textile mill, where the East Germans are located.
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During 1959, Soviet Bloc exports to Turkey accounted for
9.5 percent of Turkish imports, compared with 18.1 percent in 1958.
Bloc imports from Turkey accounted for 11.5 percent of Turkish ex-
ports during 1959, compared with 23.7 percent in 1958. As a percent-
age of total trade, the Bloc accounted for only 10.4 percent in 1959
as opposed to 20.1 percent during 1958. C(zechoslovakia, East Germany,
and Poland were, in that order, the most important of the Bloc trad-
ing partners during 1959. This drop in Bloc trade in 1959 resulted
primarily from the US and Eurcpean financial assistance granted in
connection with the stabilization program, which relieved Turkish
dependence on Bloc barter agreements for scme imports. The new
Turkish Government, however, now faces a foreign exchange crisis,
and barter trade with the Bloc is again becoming attractive, in spite
of the fact that Bloc products are consideredl Inferior to Western
goods. Other factors that increase the likelihood of increased trade
with the Bloc are the large clearing account credits that Turkey has
built up and the willingness of the Bloc couhtrles to buy certain
Turkish products at above world prices. As of 7 May 1960, Turkey had
a clearing account credit of $16.5 million with the Soviet Bloc coun~
tries as opposed to a credit of $8.5 million in December 1959.

The army coup in late May and the establishment of a pro-
visional govermnment faced with an increasing number of serious do-
mestic problems have relegated international issues temporarily into
the background.

8. United Arab Republic

The United Arab Republic (UAR), pursuing its policy of
"positive neutralism," continues to rely heavily on the USSR for in-
vestment capital, military equipment, and technical assistance, in
splte of its continued repression of the Communists at home. The
position of the Soviet Bloc in the UAR improved perceptibly during
the first half of 1960.

The USSR achieved a considerable propagands advantage by
announcing shortly after the inauguration of work on the Aswan High
Dam in January that it would assist in the completion of that great
project. Construction of the entire dam will insure Soviet presence
in the Fgyptian sector for some years to come, and, at the same time,
the West is excluded from participation in the most spectacular and
popular of all UAR economic development projects. Beginning in 1960,
the policy of the USSR of tempering its strong support of Iraql Prime
Minister Kassem and the Iraqi Communists served to tone down an issue
that had been increasingly irritating UAR - SBoviet Bloc relations.
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In the probable realization that prospects for a Commmis-
takeover in Irag were not bright, the USSR restored a high priori-y t..
its economic aid program in the Egyptian sector of the UAR. More tha.
likely it had become seriously coéncerned at the prospect that the pro-
aganda advantages accruing to the Soviet Bloc from the first stag: of
the dam were being substantially neutralized by developing Westera
assistance programs which were having a growing impact on the UAR.
Announcement of Soviet perticipation in the second stage of the Aswan
High Dam was timed to coineide with the start of the well-publici-ed
US trade mission and was just before the arrival in Cairo of a hirh- -
level West German economic mission that was expected to discuss Gormes:
particlpation in the second stage. Another important element in _he
Soviet decision to highlight this economic aid to the UAR was une-
doubtedly its value in the Bloc's current intensive drive to cult .vat:
the emerging nations of Africa. By trading on the UAR's name, and wislb
the dam as a specific example, the USSR is indubitably trying to .n-
crease its influence and prestige in the newly independent African
states by creating a favorable image of itself as an economic ben:fac-
tor who attaches no conditlons to assistance.

There is no evidence that the Nasser regime interds to
mitigate its repression of domestic Communism or its opposition to
Communism in the Arab World. The UAR reacted strongly to Bulgariun
attempts to indoctrinate UAR students in Sofia and to alleged Bul.caris:
encouragement of Communist activity in the Syrian sector. During his
tour of Syria in February, Nasser devoted one of his speeches there tc
an attack on Communism,

On 18 January 1960 it was officially announced that tte
USSR would assist the UAR in the completion of the Aswan High Dam.
This new ald agreement will represent a credit of $387 million, d3:-
cluding the original loan of $100 million for comstruction of the
first stage of the dam. As now planned, the Soviet credits repre:ent
total foreign exchange requirements for construction. Remaining *erms
and provisions of the new loan agreement are said to be the same rs
those of the former -- 2.5 percent interest and repayment in equal
installments over 12 years starting in 196k.

A Czechoslovak-UAR agreement signed in June provides tor
a 5-year credit of $20.8 million for the purchase of machinery and
equipment to be used in the construction of various public utility
projects in the Egyptian sector. Czechoslovak concentration on rural
and municipal projects promises to give Czechoslovakia a commandirg
position in the supply of this type of equipment to the UAR.

The execution of projects under the $175 millior Soviet
credit has been slow, and actual additions to the volume of industrial .
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production have been virtuslly nil. On 8 May 1960 the first project,
a mil)l for spinning fine cotton yarns, was opened in Damietta, and
another mill, financed under the Soviet credit, is under construction.
Completion of larger contracts is years away, even in those cases for
which equipment contracts have been signed. Most of the delays have
been caused, however, not by the Bloc countries but by the Egyptians,
who either have been casting around for better deals elsewhere or have
set impossible terms, specifications, and conditions.

Implementation of the Soviet agreement of October 1957
with the Syrian sector has been confined mostly to surveys and plan-
ning; only about $25 million of the $150 million extended has been
drawn. Inaction in Damascus probably is the cause. A Soviet milssion
arrived in Damascus last spring and in May announced that a protocol
regarding implementation of projects in the Syrian sector was being
prepared. The Damascus press reports that these projects may include
proposals on a railroad line between Aleppo and Qamishli, topographical
work in the Euphrates area, and the construction of an ammonium nitrate
fertilizer plant with a capacity of 110,000 metric tons. Contract
projects presently under construction are the Ar Rastan and Muhradah
dams by Bulgarians and a cement plant at Aleppo by the East Germans.

No definite information is available on the number of
Bloc technicisns in the UAR except for those working on the Aswan High
Dam project. The number considered necessary for that project is now
70, 30 of whom had arrived by the middle of May. These technicians
have had little or no contact with the local labor force but are en-
gaged only in advising their counterparts among the Egyptian upper-~
level technicians.

The Czechoslovak-UAR trade agreement now in force is valid
for 3 years from 1 January 1959, and the payments agreement for 1 year
from the date of ratification, both with an automatic extension of
equivalent periods if notice of termination 1s not given. Terms of
the agreements are not unusual, except that lists are attached for
specific development projects for which Czechoslovakia stands ready to
provide equipment, machinery, and materials. In the case of UAR pur-
chases, Czechoslovaekia insures corresponding purchases of cotton and
other goods from the UAR.

In the course of a review of UAR-Soviet trade, Soviet of-
ficials objected to being deprived of Egyptian export discounts and
UAR officials protested Soviet resales of Egyptian cotton in Western
European markets. A protocol was eventually signed, hopefully envi-
sioning a total trade exchange of $287 million per year for both sec-
tors of the UAR.
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Egyptian imports from the Bloc dropped by more than 16 par-
cent in 1959 compared with 1958. Because Egypt's total imports alsao
fell, however, the Bloc's relative position as a supplier % Egyot ds-
clined only slightly. But during the first L4 months of 1960, wh:=n
Egypt's total imports increased slightly compared with the same oeri
of 1959, the Bloc's relative positlon as a supplier surfered. Taiis
fact appears to confirm that Egypt prefers to trade with non-Blé:
countries and will do so when it can. Although exports to the Eloc
have risen in 1960 and the USSR remains by far the largest purchiser
of Egyptian goods, the Bloc share fell from 52 percent in 1959 t.;

47 percent in the first part of 1960.

Trade data for 1959 reveal a decline in Bloc trade with
the Syrian sector. Over-all trade with the Bloc reached a peak in
1958 when exports reached 31.4 percent and imports (excluding arus)
were 12.1 percent of the total foreign trade of the Syrian secte-.
In 1959 these shares were reduced to 12.3 percent and 11.2 perce:t,
respectively. France replaced the USSR as a purchaser of {vrian cot.
ton in 1959, and it continued to be the leading buyer in tie cur-ent
export season. The proportion of cotton sales to the Bloc and Com-
munist China, however, rose to about 35 percent during the current
season, compared with 30 percent last year. The difference was :al-
most entirely due to purchases by Communist China, which tiis vear
amounted to about 4,500 tons as against almost TGO tons last yesa-.

It 1s still felt that Nasser is determined to waihere to
his policy of nonalignment and would react sharply to any obvious
Soviet effort to exploit his position., Nevertheless, witk the UaAR
now dependent on the USSR ap sole supplier of military equipment and
foreign assistance for its most important and spectacular econom ¢
project, significant leverage is available to the USSR. Urless ‘t
stumbles badly over some political issue, the Bloc presumsbly can
maintain this formidable position for a considerable time *“c come:.

9. Yemen

During the first 6 months of 1960 the Bloc enhanced . ts
prestige 1in Yemen because of the impressive progress made or the con-
struction of Yemen's first modern port and road and the lack of :ome
Parable aid from Western powers. Although the absence of Commun. ste
front groups in Yemen impedes Cammunist subversive activities, Yemen:
authorities generally, and the Imam in particular, are still ure:.sy
about the presence of Communists in the country. Those Yemenis who Jes
to Calro for leadership have followed Nasser's lead in spurring tommur =m
internally while readily accepting economic assistance from the Iloc.
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There have been no new credits extended to Yemen, but Com-
munist China's total outlay for the Al Hudaydah - San'‘a road is now
estimated to be nearly $20 million. This amount exceeds the $16.3 mil-
lion line of credit extended in 1958. The Yemenis are now drawing
$1h0,000 each month for local expenses from the Saudi Bank of Al
Hudaydah. The USSR reportedly has earmarked $5 million of its 1956
$25 million line of credit for agricultural development projects. It
is now believed that this amount will be used for cotton cultivation
on the coastal plain near Al Hudaydsh. Communist China has offered
to build & textile mill and a mica or glass factory as well as cilga-
rette, soap, match, and tannery-shoe plants. Both the USSR and Com~
munist China have outstanding offers to build cement plants.

The USSR has accelerated the rate of work on Yemen's pri-
mary port at Al Hudaydah, which is now scheduled for completion by
the end of 1960. In May a 5,000-ton Soviet ship entered the recently
dredged S5-mile channel, docked alongside the new pier, and unloaded
the first cargo from a ship of that size. There will be 14 buildings
in the Soviet-built port complex, including a powerplant and hospital.
Ancillary facilities include a water supply system.

The Chinese Communist technicians building the Al Hudaydsh -
San'a road are working two &-hour shifts a day and using 5,000 Yemeni
day laborers. About 56 miles of road on the coastal plain near Al
Hudaydah and 31 miles on the plateau at the San'a end are ready for
asphalt surfacing, and blasting is proceeding on the mountainous
stretches of the road.

The number of Soviet technicians working on the port stands
at about 350, and approximately 70O Chinese Communist technicians are
engaged in the road construction projects. The USSR is training 30
Yemenis in port management and maintenance at Al Hudaydah, and the
Chinese are to open a trade school in San'a. Seven Soviet nationals
arrived in May to study the feasibility of growing cotton in the
vicinity of Wadi Zabeid, located on the coastal plain. The East Ger-
man trade mission is composed of 14 persons, including families, and
has 2 doctors. Yemenis being sent to the Bloc for training include
75 sent to Peiping for training in textile milling and other trades,
about 40 scheduled to attend schools in Moscow and Peiping, and 5 to
East Germany for training in city sanitation. Czechoslovakia 1s said
to have offered up to 70 scholarships.

No new trade agreements have been reported. Because there
are no trade statistics for Yemen, it is difficult to estimate with
any accuracy the degree of Yemen's dependence on trade with the Bloc.

Probebly about one-~half of Yemen's coffee crop was taken by the Bloc,
somewhat less than in previous years. Yemeni merchants are Importing
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from the USSR considerable quantities of sugar and some cement, maitchos,
soap, and petroleum products and from East Germany rugs, elcctric wat.:-
pumps, and sporting guns. Two additional Ilyushin commercial air-raf.
have been ordered from the USSR, and pilots and maintenance crews hawv.:
been requested to operate the ailrcraft. In addition to the East dermu.
trade mission in San‘'a, there was a commercial officer attached t- th:
Soviet Legation in Tatlzz.

B. Africa

1. EthioEia

The Bloc made an effort to strengthen its initial foos-
hold in Ethiopia during the first half of 1960. Nevertheless, du-ing
the period under review, the Bloc made few concrete gains. It en-
countered not only the Ethiopian Government's characteristic intran-
sigence but also Emperor Haile Selassie's growing wariness that Sovies.
aid might promote Commmist subversion in his country.

Bloc efforts to prod Ethiopia into implementing the $ 00
million Soviet credit and the $10 million Czechoslovak credit met
with varying degrees of success. In March an agreement was cigne:i
between the USSR and Ethiopia which mentioned an oil refinery, & ::0ld
ore dressing plant, geological and mineralogical surveys, and a foasi-
bility study for setting up a metallurgical plant. Although the proj-
ects enumerated could absorb about 40 percent of the Soviet credit
(the refinery alone is estimated at between $10 million and $12 m1-
lion), their implementation dces not yet appear assured. Ii. June the
USSR deposited $2 million in a New York bank to Ethiopia's credit:
part of the deposit probably will be used to back local currency ..oant
for the Emperor's land refcrm program. This deposit marked the f-rst
Soviet transfer of convertible currency to a non-Buropean ccuntry and
also the first firm drawing by the Ethlopians on the credit extended
almost a full year earlier. A protocol signed in March implement<d
the earlier grant for a secondary technical school for 1,0CC students
to be comstructed near Bagherdar-Giyorgis; the Ethiopians succeeded in
having the school site changed from the more prominent Addic Abab:.
location first suggested by the USSR. ZEthiopia learned, hcwever, that
it must provide the local currency requirement of approximately $1 mil-
lion. '

In other developments the USSR reportedly revised its of=:
fer of refined petroleum under the credit and restricted the amourt
to government needs only. Its earlier proposal was finally rullizied
by Western distributors, who refused to handle the Soviet product. ‘
The USSR also delivered gifts of an Il-1lLk aircraft and equipment zor
the Duke of Harar Hospital that had been promised to the Emperor
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during his Moscow visit. It proposed equipping Ethiopian security
forces, including the police. The Czechoslovaks, who concluded a
series of economic agreements with the Ethiopians just before and dur-
ing the period under review, apparently have obtained approval to
build an $80,000 canvas shoe factory and a $2.5 million cotton and
sugar plantation.

The number of Bloc technicians permitted in Ethiopla re-
mains small, probably reflecting the Emperor's innate suspicion of
this means of Communist penetration. Of the 25 Bloc technicians in
Ethiopia at the end of June 1960, 14 were Soviet medical personnel
for the expansion of a Soviet hospital in Addis Ababa (where 6 Ethio-
plan nurses are being trained). FEthiopia continued to be indifferent
to Bloc scholarship offers, and few Ethiopians were studying behind
the Iron Curtain. The Ethiopian Ministry of Education has asked the
US to train Ethiopian teachers for the proposed Soviet-built technical
school in order to avoid accepting a staff from the USSR. At the end
of June the USSR made its second offer to furnish teachers for the
school.

Although the Bloc renewed its efforts to increase trade
with Ethiopia during the first half of 1960, it did not substantially
improve its 1958-59 position. In those yeare the Bloc accounted for
3 percent of Ethiopia's imports and less than 1 percent of Ethiopia's
exports. The month-long Scviet Industrial Feir, which was generally
well received, cost the USSR an estimated $1 million, or almost twice
the value of its past annusl exports to Ethiopia. The Emperor ex-
pressed deep concern over the arrival of the TO techniclans sent tem-
porarily to Ethiopia in connection with the fair and ordered their
surveillance for possible subversive activity. The Bloc continued to
emphasize consumer goods exports in spite of sales resistance in the
Ethiopian market. Moreover, Ethiopian merchants have shown an increas-
ing aversion tc Bloc-style barter deals. On the other hand, low prices
and favorable credit terms enabled Czechoslovekia, which normally sup-
plies more than half of Ethigpia's imports from the Bloc, to score at
least two small commercial victories: it will supply $6l,6OO worth of
machinery for a shoe factory and $30,000 for a nail factory.

In spite of a number of rebuffs during the period under
review, the Bloc's position in Ethiopia was somewhat stronger than
it had been at the end of 1959. What gain occurred was, in large
measure, the result of Bloc persistence and tenacity.
2. Ghana
Although the Bloc's position in Chana remained relatively
unchanged during the period, the groundwork for closer economic ties
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was established. By the end of June, two Bloc offers of substantial
technical and financial assistance for economic development proJjects
reportedly were being considered by Ghana. In the diplomatic reslm,
Ghana appointed an ambassador to Moscow, and Czechoslovakia raised
the status of its permanent trade delegation in Accra to a legation.
A Ghanaian parliamentary delegation visited the USSR in May; it was
later announced that President Nkrumsh would visit Moscow ani Peiping.
Premier Khrushchev will stop in Accera during his tour of several '
African states later this year.

Throughout the period, East Germany continued to spesr-
head the Bloc's drive in Ghana. The Ghanaian Industrial Cooveration
Society (INDUSCO), a private organization with government sponsorship
and financilal backing, accepted an offer from East Germany to previde
8 $3.1 million line of credit for the construction of four plants --

a cigarette factory and plants for canning fish, camning fraits and
vegetables, and processing coffee beans. INDUSCO stated that constru:-
tion of the cigarette factory is planned for the current fianancial
year. Repayment 1s to be made within 5 years after completion of the
plants. East German technicians are to assist in operating the fic-
tories in addition to providing training in East Germany for a group
of 20 Ghanaians. An additional East German credit offer of $28 mil-
lion for capital goods imports and technical assistance reportedl; is
under conslderation by the Ghanaian Cabinet. It appears tha® 33 in-
dustrial projects investigated by the East Germans under a feasibilit -
contract with the public Industrial Development Corporaticn hLave seen
shelved by Ghana.

Continuing its energetic trade activities, the Bioe p-o-
gramed an East German industrial fair in March, a Soviet trade de.e-
gation in April, and a second East German exhibit in May, the lat .er
dealing with science teaching materials. Although the Bloc manag:d
to increase its sales to Ghana sharply, it did not improve its 3=
percent share of Ghanaian imports. During the first half of 1960.
Ghana's exports to the USSR were appreciably higher, principelly he-
cause of the purchase by the USSR of 30,000 tons of cocoa bemns, whiel:;
combined with other West African purchases, apparently represents
more than the annual needs of the USSR.

3. Guines
During the first half of 1960 the Bloc scored new eco-
nomic gains in Guinea in the fields of credit implementation, tech -

nical assistance, and trade. Further politicsl advances alsc wers
made, although Guinea did not depart substantially from its neutrsl
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course. Thus, while diplomatic recognition was given to North
Vietnam, Guinea resisted apparent Communist pressure to recognize
East Germany. Cultural accords were concluded with the USSR, Com-
munist China, Bulgaria, and Hungary; TASS and the New China News
Agency opened offices in Conakry. Guinea played host to the execu-
tive committee of the World Federation of Democratic Youth (WFDY )

in March (with the promise of a WFDY regional meeting in Conskry dur-
ing the coming year), to the Communist-influenced Afro-Asian Peoples
Solidarity Conference in April, and to the celebrations for Inter-
national Women's Day. The Bloc's bullding of a powerful new short-~
wave radio transmitter (present equipment is adequate for Guinea
alone) and East Germany's construction of a large-capacity printing
plant (90 percent of Guinea's population is 111iterate) offered
fresh evidence that the Bloc regards Guinea as a base from which to
mount a propaganda offensive aimed elsewhere in Africa.

Guinea received no new credits from the Bloc during the
period under review. Gifts included 10,000 tons of rice from Com~-
munist China (an earlier grant of 5,000 tons was made in June 1959)
and a large helicopter and two police patrol launches from the USSR.
A protocol was signed with the USSR, implementing the $35 million
Soviet credit of August 1959. The agreement calls for Soviet material
and technical assistance in the establishment of a technological in-
stitute and a number of small industrial projects in addition to the
construction of a 25,000-seat sports stadium, reconstruction of the
Conekry airport and the Conakry-Mamu rail line, and establishment of
a 17,000-acre state rice farm. Hungary, East Germany, and Czecho-
slovekia also were active in the many projects surveyed, under con-
struction, or completed during the Jamuary-June period. The Bloc's
efforts continued to be centered largely in showy, impact-type proj-
ects, many of which are decidedly marginal to Guinea's economic needs.
Although the Bloc has hit no major snags in its development plans, at
least two projects -- the East German printing works and the Soviet
airport runway extension -- are considerably behind schedule. An ac-
celerated building pace is anticipated with the introduction of the
Guinean Three Year Plan on 1 July.

In the field of techniceal assistance the Soviet Bloc made
significant progress during 1960's first half. The number of Bloc
technicians in Gulnea rose from an estimated 50 at the end of 1959 to
at least 165 at the end of June 1960. Among the Communist countries,
Czechoslovakia has been permitted to take the lead, perhaps because
that netion seems to have won greatest favor with the Guineans them-
selves. Seventeen Czechoslovak medical personnel of a total of 60
promised this year are now in Guinea; the Czechoslovaks have placed
key advisers or directors in Guinean economlc planning and finance
ministries, at the airport and customs, and at the radio station.
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In addition, Czechoslovek experts have been appolnted to the pos:s o
Director of Airports and Director of News Services. Eleven Czecho-
slovaks serve as instructors at the Police and CGendarmerie Schoo at
Kankan, forming, in eftect, an unofficial military mission. The USSH
has, for the most part, centered its asctivities in providing teacher:
and technicians for specific projects, but 1t also has placed si:
technical and administrative personnel at the port of Conskry. ‘e
Chinese Communists have already sent at least 64 agriculturists, pre-
Sumably in connection with rice~growing projects. Hungary, East Ger-
meny, and Poland also boast technicians in Guinea. Although there 1:
no evidence of significant Guinean dissatisfaction with the Sloc teck-
nicians, there have been reports that Bloc representatives sre d-s-
couraged over frustrations encountered in working with untrained
Guineans. About 180 Guineans are studying on scholarships in the USEF
or other Bloc countries. At lesst 60 Guineans reportedly are receivir -
military training in the USSR and Czechoslovekia.

The Bloc's trade offensive continues to be its most impor~
tant and successful method of economic penetration in Guines. During
1959 the Bloc supplied 8.3 percent ($5.1 million) of Guinea's imyorts
and received 16.7 percent ($4.8 million) of its exports.* In the firs
3 months of 1960, the latest period for which figures are availatile,
the Bloc shipped 23 percent ($3.0 million) of Guinea's imports ard ten:
17 percent ($1.1 million) of its exports. It is probable that the
Bloc's share of Guinea's trade rose sharply during the second querter
of 1960, following Guinea's withdrawal in March from the French zone,
an action that has impeded trade with the West. Guinea's foreigh ex-
change problem in April caused it to substitute Soviet Ffor Western
refined petroleum products when the USSR offered to accept the 19nl
Guinean banana crop as payment. Trade agreements remain in force be-
tween Guinea and Czechoslovakia, Hungary, the USSR, East Germany, and
Poland (the accords with Czechoslovakia, Hungary, East Germany, and
Poland were renewed during the 6-month period). The Guineans re-
portedly have evidenced dissatisfaction with the Bloec's polisy of pro-
viding only products in return for Guinea's exports. East Germany
(Guinea's principal Bloc import supplier) has, however, agracd te giv:
convertible currency for helf the value of the Guinean exports that it
receives.

The BEloc's economic position in Guinea was strengthen:d
appreciably during the first half of 1960. Most of the gain, how-
ever, resulted from past Bloc commitments now reaching fruition &id
from economic developments within Guinea that served to ease the 3loc’r
path.

* Statistics shown here for Guinean aggregate imports and exports in
1959 reflect recent revisions. Revised statistices for subaggrregaes
are not available.
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4. Other African Countries

The Bloc continued to be active elsewhere in Africa dur-~
ing the first & months of 1960. Although the Bloc's position at the
end of June was not appreciably stronger than at the beginning of
1960, its drive to penetrate Africa was not diminished. Eyeing the
6 new African nations that achieved independence by 1 July and the 10
others scheduled to receive full sovereignty (and, undoubtedly, UN
membership) before the end of 1960, the Bloc' sent warm words of con-
gratulations and prominent delegations to independence day celebra-
tions and was quick to extend diplometic recognition to the new states.
Communist spokesmen made trade overtures to the Mali Federation and
Togo and suggested to indlvidual Congolese before independence that
the Bloc was prepared to offer large-scale aid. Agreements to exchange
ambassadors were concluded vetween Tunisia and the USSR, between
Libya and Czechoslovakia, and between Togo and the USSR.

The Chinese Communists stepped up their African economic
efforts. 1In addition to a gift of 10,000 tons of rice to Guinea, rice
also was sold to the countries formerly comprising the Federation of
Frenci West Africa. Green tea exports to Libya, Tunisia, and Morocco
continued in large amounts, and the latter country invited Chinese
Communist tes experts to survey the possibility of growing tea in
Morocco. Their report was only mildly enthusiastic, possibly because
they did not wish to lose a significant export market. The Chinese
Communist pavilion at the 1960 Casablanca trade fair outstripped other
Bloc exhibits.

During the first half of 1960, Tunisia took steps to imple=-
ment its publicly professed policy of considering economic offers from
the Fast as well as the West. A trade agreement was signed with East
Germeny, and a Tunisian mission was sent to Poland and Czechoslovakia
to make "economic studies" (it reportedly returned uncommitted and un-
impressed). Tunisian ardor for expanding economic relations with the
Bloc cooled considerably when the USSR stopped buying Tunisian goods
in retasliation for Tunisia's refusal to grant certain rights and
privileges to the Soviet commercial mission.

In spite of a continuing trade promotion effort, Bloc

trade gains were meager and isolated. Gains in West Africa were at-
tributable principally to large Soviet purchases of cocoa beans.
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C. Asia

1. Burma

Efforts by the Bloc countries, particularly Communis:
China, to encourage Burmese neutrality in the cold war were interi-
sified during the first half of 1960 and met with an increasingl:r
favorable Burmese response. In late January, Burma concluded wiih
Peiping both a boundary agreement which settled the longstanding
Sino-Burmese border dispute and a treaty of mutual friendship and
nonaggression.

A visit by Premier Chou En-lai in Rangoon in April g.ve
the Chinese Communists opportunities for further propagands. fanf:re,
The warm reception for Chou by Burmese Premier U Nu, long ar advcocate
of strict neutrality, whose party had won a sweeping viectery in :he
February 1960 general elections, contrasted markedly with the pwely
formal cordlality and popular indifference which had characterized
the Burmese reactions under the Ne Win govermment to Khrushchev cur-
ing his February visit in Rangoon.

At the present time, Burma has no serious econcmic prob-
lems which the Bloc can exploit. Disposal of the 1959-60 rice crop
was quite successful, and Burma is under no immediate pressure tc
resort to the Bloec for rice sales. Foreign exchange reserves are
adequate and provide a narrow but acceptable margin of maneuver rhould
next year's sales be slow. In the long run, however, Burma's corplete
dependence upon rice exports and the uncertain nature of internaticnel
rice markets pose a continuilng and serious danger. A rice-marketing
crisis would almost certainly result in another round of barter cesls.

Although the government and the public are stilil disii-
lusioned by Bloc performance under some of the earlier trade and pay-
ments arrangements; by the difficulty in using Bloc credits, particu-
larly with the USSR; and by the guestionable usefulness of the Scviet
construction projects in Burma, the U Nu government is more favorably
disposed than its predecessor to Bloc offers of trade and sid. In
spite of unutilized balances in credits from non-Bloc sources, Burma
appears responslve to new Bloc aid offers. Although U Nu has gore or
record as opposing barter trade deals, there is evidence that in this
matter, too, the policy is flexible.

During the pericd a serles of new credit offers was made
by the Bloc, including the offer of a $10.5 million line of credit
from Czechoslovakia to purchase machinery to set up manufacturing
plents in Burma. Although the terms are not yet certain, the Czecho-
slovaks have implied that they will provide for repayment cver a long
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period at low interest rates. The Burmese are sti11ll consldering the
offer.

During the visit of Chou En-lal to Rangoon in April, Prime
Minister U Nu evidenced interest in receiving loans from Communist
China. Chou indicated the possibility of small credits for projects
promising quick returns, particularly sugar or textile factories.
Loan negotiations for a textile plant are actually undervay .

The three Soviet construction projects in Burma are pro-
gressing nearly on schedule and will be impressive when completed.
The technological institute in Rangoon will be completed by the end
of December 1960. The completion of the hotel will be delayed until
March or April 1961 by the Burmese failure to award a contract for
the installation of a central air-conditioning system. The Burmese
plan to procure the equipment from the United States, apparently with
the concurrence of the USSE.

Soviet cost estimates for the projects seem reasonable and
are holding up well. Even with central air conditioning, not provided
in the original plan, the cost of the hotel is expected to be less than
the estimate. The technological institute, however, will cost more
than planned because of unexpectedly high equipment costs.

During the first 6 months of 1960 the number of Bloc tech-
nicians in Burma totaled 50. Of this total, 46 were Soviet technicians,
as follows: 8 comprised the supervisory team for the three construction
projects being built by the USSR and were furnished free of cost; 36
were technicians on the construction projects for whose services Burma
will pay; and 2 were agricultural experts with the Soil Use Survey.

The Burmese expect 14 additional Soviet technicians to joln the super-
visory staff of the construction projects to oversee the finishing
work.

No information is availsble on the total number of Burmese
students studying technical subjects in Bloc countries. Of the three
students sent for training before becoming faculty members of the tech~
nological institute, only one is still in Moscow. In June 1960 it was
reported that some 35 Burmese students ranging in age from 16 to 35
have applied for entrance to the new Soviet "Peoples Friendship" uni-
versity for foreign students.

Burma's major Bloc trading partners are now stepping up
their efforts to stimulate trade. This is being done through credit

offers, pressures to renew trade and payments agreements, and other
trade promotional techniques.
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As of 22 May 1960, Burma still had a net credit balan-e
of more than $5 million in the clearing accounts with Bloc countr es,
or only sbout $0.4 million less than on 24 December 1959. Outstanding
eredits were with the USSR ($6.2 million) and Hungary ($0.3 million)
and debits with Czechoslovakia ($1.1 million) and East Germany ($0.3
million). The principal movements in the accounts during the per:od
were an increase of more than $1.5 million in Burma's credit with the
USSR and a reduction of $1.7 million in the Czechoslovak account,
changing it from a credit to a debit status.

In 1959, Burma's exports to the Bloc, valued at $3 miiliocs
were considerably lower than the 1958 level of $8.8 million because o
reduced rice shipments. Imports valued at $25.4 million also wer:
lower than the 1958 level of $31.3 million because of reduced imports
from the European Satellites. Exports consisted primarily of rubher
to the USSR and Commmist China and of rice to the USSR and Czech>slo-
vekia. China continued to be by far the most important Bloc supplier,
with Czechoslovakia and the USSR the other major sources.

Burma, has found Communist China a particularly satisfaic-
tory source of imports. Premier U Nu has indicated his desire tc¢ re-
duce Burma's dependence on Japan by substituting Chinese for Japanese
goods. Nu suggested that the two countries exchange trade missicas &
look into the possibilities of trade expansion. The Chinese Compunigt:
have sought permission for an exhibition in Rangoon of Chinese Coam
muniist products in January 1961.

On balance, the Bloe's influence in Burma has not increasa.
during the past 6 months, slthough the renewed Bloc offensive during
the period probably will result in some Increase in trade and ectnomi:
aid. Burma's economy is not currently dependent upon the Bloc, becaus:
the country has other outlets for its exports, and most imports could
quickly be transferred to other sources. In addition, Burma has not
yet used all of the financial assistance extended by the Free World.

2. Cambodia

Bloc strategy in Cambodia continued to aim at ingratzaticg
the Bloc with Cambodian authorities, particularly Prince Sihanouk,
mainly by exploiting the hostility that exists between Cambodia &nd
its two pro-West neighbors, Thailand and South Vietnam. In line with
this strategy the Bloc has minimized subversive activity, but eayly iz
the year there was still enough evidence of subversion to keep Sthanc¢u
suspicious of Communist intentions in spite of his gratitude for Blo¢
diplomatic support in his struggle with his neighbors. As relations:
with these neighbors worsened during the period, principally as . re-
sult of a South Vietnamese claim to some Cambodian-occupled islards ie
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the Gulf of Siam, the subversive threat became of less concern to the
Cambodian Government, which gave increasing importance to Bloc assur-
ances of support against its neighbors. This trend reached its culmi-
nation during the May visit of Premier Chou En-lai, who gave a public
pledge of Chinese Communist support in case of aggression against Cam-
bodia. Rumors are presently circulating in Phnom Penh that s friend-
ship and nonaggression treaty may have been signed with Communist China
and agreements concluded for the furnishing of military equipment by
Communist China and Czechoslovakia. A further indication of growing
ties with Pelping was the sending of three of Sihanouk's sons to Com-
minist China for their education.

As in the previous period, Bloc economic activity in Cam-
bodla was centered on the construction of the four factories financed
by Communist China and the 500-bed Soviet gift hospital. The textile
factory was substantially completed by May, 2 months ahead of schedule,
and was inaugurated in a ceremony attended by Premier Chou En-lai.
Chou's visit to Cambodia was also the occasiocn for the inauguration
of the new Cambodian national radic station, his personal gift to Cam-
bodla's Prince Sihanouk. Work on the plywood factory and the paper
mill progressed rapidly; both plants are expected to be completed by
the end of the year. Comstruction of the cement plant, which has just
been started, will requlre several years.

In addition to the factory comstruction projects, expendi-
tures were made from the Chinese Communist aid counterpart fund for a
number of smaller projects, including minor educational and medical
installations and a bullding for the Ministry of Plans. As of January
1960, Chinese Communist counterpart funds used for purposes other than
factory construction totaled about $2.7 million, considerably less than
the $8.1 million allocated for miscellaneous works. The amount of
drawings against the $14.3 million earmarked for factory construction
is not known, although it 1s believed that the cost of the factories
1s exceeding original estimates.

The Soviet hospital was scheduled to be finished by July.
Although the Soviet Ambassador to Cambodia reportedly has offered to
supply as many as 100 Soviet physicians, nurses, and technicians to
staff the hospltal, protocols to the original hospital agreement were
signed in May in which the Cambodian Govermment agreed to accept only
18 Soviet medical personnel and 6 interpreters. Tt was also agreed
that the USSR would build a dormitory for the staff, furnish medicine
sufficient for 2 years, and train 20 Cambodian doctors in the USSR,

There appears to have been some increase in the number of

Bloc technicians employed; probably about 210 were in Cambodia during
the period under review. All were from Commmist China except for
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18 Soviet personnel supervising the construction of the hospital,
1 Polish petroleum geologist, and 1 Czechoslovak electrical enginzer.

Trade statisties for 1959, although failing to record
imports of equipment for direct use on Bloc aid projects, show a
significant increase in Cambodian trade with the Bloec. Exports t:
Bloc countries, mainly to Communist China, rose from an insignifi-ant
figure in 1958 to 4 percent of all exports in 1959. Imports from the
Bloc constituted about 9 percent of total imports in 1959, compar-:d
with 7 percent in 1958.

3. Ceylon

The Bloc did not undertake any new activities in Ceylomm
during the first half of 1960. Ceylon was preoccupied with domes:ic
politics throughout the period, a second general election having Heen
scheduled for July after the failure of the March election to proiuce
a majority government. Although the minority United National Par:y
(UNP) government which took office in March reaffirmed Ceylaon's n-u-
tralist foreign policy, its leaders tended privately to be somewhat
unenthusiastic about closer relations with the Bloc, especiaily Com-
munist China.

No new Bloc credits were extended to Ceylon during the
first half of 1960. Of the 16 projects proposed under the $30 mi:ilics:
Soviet credit of February 1958, 7 have been approved by the Ceylciese
Cabinet, and agreements for 6 of the 7 were concluded with the USSR,
as follows: a land-clearing project at the Czechoslovak-construcsed
Kantalai sugar mill, an iron and steel plant, a reservoir project, a
tire and tube factory, the Kelani River multipurpose project, and a
flour mill and grain elevator at Galle. Agreements for the last wo
projects were signed in January and April 1960. Land clearing and
development for a cotton plantation is the remsining Cabinet-appr.ved
project, but it is not known when a project agreement might bec siined.

The only project on which work has actually begun is the
Kantalal sugar plantation. Although construction of the sugar mi 1
by Czechoslovakia is near completion, mechanical breakdowns ¢f sciie
of the Soviet equipment have hampered jungle-clearing operations.

The Ceylonese Government announced that a Polish firm is
preparing a project report on the feasibility of building a shipyard
in Ceylon. The yard reportedly will build cargo vessels up to a naxi-
mum length of 125 feet and will have repair facilities for diesel.
operated fishing vessels. The shipyard is not one. of the prcjectu
included in Ceylon's draft Ten Year Plan, and it is likely that tte
Polish Government sees in the proJject a way in which to sell iron and
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steel products to Ceylon. There 1s nc known Polish credit offer in-
volved.

Ceylon and Communist China reached agreement in January
1960 on the quantities of rubber and rice to be exchanged during the
year. Ceylon will sell 17,000 metric tons of rubber to Communist
China at a value of $12.8 million and will buy 160,000 tons of rice
from (hine at & value of $13.4 million. In eddition, China also will
be able to buy 5,000 tons of rubber with credits obtained from the
sale to Ceylon of Chinese exports other than rice. The quantities
agreed on are well below those exchanged in 1959 (230,000 tons of rice
and 30,000 tons of rubber -- amounts which Communist China had hoped
to duplicate). The reduced volume of rice and rubber to be exchanged
this year reflects Ceylon's desire to reduce its dependence on Com~
munist China and points up the feeling of many Ceylonese officials
that the 1953 barter pact with Communist China has lost much of its
economic appeal as far as Ceylon is concerned. Ceylon's bargaining
position is much stronger this year than last because prevailing rub-
ber prices are higher and a substantial part of Ceylon's requirements
for rice is already assured from Burma.

About 40 Bloc technicians were at work in Ceylon in the
first half of 1960, mostly Soviet and Czechoslovek personnel assigned
to the Kantslai sugar acreage project. The Ceylonese appear satisfied
with their competence, and there has been no evidence thus far that
they have been engaging in other than technical assistance activities.

Trade figures for 1959 show a 9-percent increase above
1958 in the value of Ceylon's trade with the Bloc, which constituted
about 8 percent of the country's total trade, the same as in 1958.
Most of the increase represented greater Ceylonese purchases of machin-
ery from Poland and Czechoslovaekia and larger Soviet imports of rubber.
In the first quarter of 1960, however, Ceylonese imports from the Bloc
fell by 25 percent compared with the same period in 1959, although im-
ports from all countries rose by 11 percent, Much of the decline is
attributeble to reduced purchases from Communist China, Poland, and
Czechoslovakia. Exports tc the Bloc tripled in the first quarter,
compared with only a 27-percent rise in total exports, mainly as a re-
sult of greater Bloc purchases of rubber. Chinese Communist products,
other than rice, continue to be found unacceptable or noncompetitive
in many lines. Proceeds from the sale of Chinese goods to finance
rubber replanting have not been drawn for the last 2 years, and the
government remains reluctant to flood the country with Chinese con-
sumer goods of dubious quality. Textiles and some household appliances
appear to be the principal items among the few Chinese goods that can
command a ready market in Ceylon. The Government of Ceylon rejected a
Chinese bid to supply a textile mill.
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Bloc influence in Ceylon declined somewhat in the first
half of 1960, as reflected in Ceylon's lessening its dependence on
Communist China as a supplier of rice and as a market for its rubber.
Although there probably was a greater degree of pro-Western sentiment
among leaders of the interim UNP government than in any previous Ceyl:s
nese government since 1956, the caretaker status of the goveramen: ma i
impossible a crystallization of this sentiment.

L, India

The strained relstions between New Delhi and Peiping aris:
ing out of the horder dispute have not reduced India's receptivity to
attractive trade and aid offers from the USSR and the Buropean Saiel-
lites, nor have they weakened Prime Minister Nehru's firm adheren:e t.»
.a policy of nonalignment. The very substantial foreign assistanc: re-
quired to maintain the forward momentum of India's development progret
continues to be the principal reason for thls receptivity.

The USSR apparently has not suffered any loss of pres:ige
in Indla as a result of the border issue inasmuch as it has contiiued
to maintain its "impartial" stance. Khrushchev's brief visit to mdi.
in February and his suggestion after the May Paris meeting for Indian
participation in a future summit meeting demonstrated the Soviet desi
to continue good relations with India.

Strained relations between Indis and Communist China have
exacerbated longstanding factionalism within the Communist Party of
India (CPI). The "nationalist" versus "internationalist" division
has intensified the split over tactics for obtaining power occasioned
by the dismissal of the Kerala government in July 1959. Nevertheless
although the CPI's effectiveness may have been reduced by these erent::
and conservative concern over the threat of Commnism crystailized,
the Party's performance in various local elections suggests that its
appeal has not been materially diminlshed.

Although the Bhilai steel mill remains the only major fa-
cility erected with Bloc aid that has gone into production, progr:ess
has been made on some of the other projects. The Indian Government
has accepted the detailed project report prepared by Soviet exper:s
on the heavy machinery plant at Ranchi, Bihar State, and canstruc=ion
is underway. A project report on a foundry-forge uwnit to be buil- wi- b
Czechoslovak assistance, which will supply forgings and castings r-e-
quired by the machinery plant, has been submitted to India. Init:al
delivery of the machinery is not expected before the end of 1960.
Project reports also have been accepted for the coal mining machinery .
plant and ophthalmic glass plant, both to be located at Durgapur, Wes:
Bengal, but progress continues to be slow on both of these projecus.
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Soviet manufacture of the elements for the large Neyvell powerplant,
located at a large lignite project in Madras State, reportedly is pro-
ceeding satisfactorily, but disagreement with the USSR on the training
of the Indian engineers and delays in adapting the Soviet machinery to
Indian needs caused a l-year delay in completion of the project. Apart
from the preparation of designs by the Soviet engineers, there has been
no discernible progress in utilizing the $16.8 million earmarked in the
November 1956 Soviet credit for the mechanizetion of the Korba coal-
fields.

An agreement signed in February between India and Soviet
officials lists 10 projects that will be asgisted under the $375 mil-
lion credit extended by the USSR in July 1959. Five of the projects
are expansions in capacity of projects previcusly agreed upon (the
Bhilail steel miil, Ranchi machinery plant, Durgapur mining machinery
plant, Neyveli powerplant, and Korba thermal power station); three are
new projects (heavy electrical equipment plant, industrial control
equipment plant, and a 250,000-kilowatt power station at Singrauli);
and two represent a continuation of current Soviet commitments (com-
pletion of the Barauni oil refinery and petrcleum exploration and
production in the Cambay area and elsevhere). The estimated total
cost of all the projects is roughly $840 million, the foreign ex-
change cost of which will be met in part from the November 1956 credit
of $126 million and in part from the $375 million credit.

Under the $375 million Soviet credit the Bhilai steel mill
will be expanded from 1 million to 2.5 million ingot tons during the
Third Five Year Plan (1961-66). Between October 1959, when steel pro-
duction began, and April 1960, about 100,000 tons of ingots were pro-
duced. Construction of the major auxiliary units at the Bhilal plant
1s proceeding on schedule, and all units are being brought into pro-
duction immediately upon completion. The entire plant is expected to
be finished in late 1960 or early 1961.

Poland's participation in the Bloce economic assistance
program in India began in May with the signing of an agreement with
India providing for a $30 million credit for industrial projects.
Polish technical services also will be utilized, and Indian special-
ists willl be trained in Poland preparatory toc operating the plants.
Poland reportedly also will provide equlipment and technical aid for
the construction of a small steel rolling mill in Agra. Deliveries
of Polish equipment were to begin in May 1960, and construction is to
be under the supervision of Polish technicians. The mill apparently
will be constructed under the Polish~Indian trade agreement and does
not form a part of the $30 million credit.

- 52 -

S5-E-C-R-E-T

Approved For Release 2006/09/06 : CIA-RDPS2B01090R000400010010-2



Approved For Release 2006/09/06 : CIA-RDP92B01090R000400010010-2

S5-E-C-R-E-T

The Czechoslovak Government has extended a credit of
$1.7 million to a private Indian firm for machinery to produce aito- -
mobile tires.

The Govermment of India has announced its tentative vie-
clsion on the location of the six pharmaceutical plants tc¢ te bu 1t
with the assistance of a $20 million Soviet credit extended in Jme
1959. A Soviet technical team surveyed the plant sites in early 196C
to determine costs and raw material availabilities, but completicn o
all the plants is not expected before 196L. Although India repo:--ted y
was reluctant to accept the large antibiotics plant included in +he
Soviet package proposal because of exlsting or contemplated capacity
in this field, Soviet willingness to build the other units was w.der-
stood to have been contingent upon acceptance of the antibictics unit.
The possibility of the creation of surplus capacity coupled with the
likely friction with private firms has had an unsettling effect ¢n
India's pharmaceutical industry. Some partisans of the Soviet pro-
posal, including Indian Communists and a few of their influentiad
sympathizers, have endeavored unsuccessfully to get control of tle
government's penicillin factory in order to put its plant, laboreto-
ries, and technicians at the disposal of the Soviet project. Such ex
eventuality, slthough unlikely at the present time, would mean a
virtual monopoly by the Soviet project of a large segment of an Zmpor-
tant Indian industry.

Soviet and Indian atomic energy authorities have anncunced
agreement in principle on collaboration between their two countries
on the peaceful uses of atomic energy, including the design and con-
struction of nuclear power stations, the use of radioisotopes, and tha
training of specialists. 1Indla has an ambitious nuclear energy yro-
gram, and a decision to proceed with the construction of additiocral
pover reactors would increase the chances of a firm Soviet offer in
this field and of eventual Indian acceptance of the offer.

Bloc access to Indla's strategic petroleum industry was
strengthened by Indian acceptance of a Soviet offer to supply large
quantities of petroleum products. A contract has now been signed
under which India will import 1.5 million metric tons of Soviet re~
fined petroleum products during the next 3 years. The payment will
be in rupees and at discounts from the prices that India now pays.
The three Western-owned refineries that process 8ll of ITmdia's im-
ported crude oil (5 million tons in 1959) have declined an Indiar
Government request to purchase and refine Soviet crude oil on the
grounds that their refinery agreements with India permit them to im-
port crude oil from their own sources of supply. The government-
owned refineries at Barauni and CGauhati, being bullt with Soviet and
Rumanian assistance, respectively, are located inland and designei
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to refine Indian-produced crude oil. Although the companies have re-
duced the price of crude oil, the Soviet offer has inevitably further
strained their relations with the Indian Government. Approximately
$69 million of the $375 million Soviet credit was earmarked for the
exploration for and development of oil and natural gas under an agree-
ment signed by India and the USSR on 16 June.

It is estimated that, during the first 6 months of 1960,
there were 1,100 Bloc technicians in India, of whom 872 were Soviet
specialists at the Bhilal steel mill and most of the remainder Sovlet
and Rumanian petroleum technicians. The technicians at Bhilal are
scheduled to leave at various dates between November 1960 and August
1961, by which latter date all of them will have departed.

In March, India and the USSR exchanged letters on trade
arrangements for the year 1960 pursuant to the 1958 Indian-Soviet
trade agreement. India's imports from the USSR for the first time
will include petroleum products as well as thes usual Iiron and steel
and industrial machinery. Trade agreements with Czechoslovakilas,
Rumania, Bulgaria, and Hungary also were elther signed or extended.
China was the only Bloc country with which India did not seek an ex-
tension of its trade agreement, which expired at the end of 1959.

India's trade with the Bloc in 1959 totaled $207 million
compared with $208 million in 1958, or about 5 to 6 percent of India's
total trade. The USSR accounted for 55 percent of India's trade with
the Bloc, followed by Communist China, Czechoslovakia, and Poland.

In India's trade with the Bloc as a whole, imports fell in 1959 and
exports rose, giving India a favorable balance with the Bloc for the
first time since 1955.

Soviet influence in India remained relatively unchanged
during the first half of 1960. By midyear, India had received more
economic aid from the Bloc (principally from the USSR) than any other
underdeveloped country. The USSR and European Satellites have demon-
strated a willingness to continue to assist India in its development
effort. The Bloc's continued interest in India's key role in Asia and
India's large requirement for foreign economic assistance indicate
that the Bloc's presence in the future will be at least as substantial
as at present.

5. Indonesia
President Sukarno retained the political initiative through-
out most of the past 6 months in a series of small-scale maneuvers de-
signed to reduce the influence of conservative politicians and Army
leaders. By June, when the conservative protest movement against the

- 54 -

S5~E=-C~R=E-T

Approved For Release 2006/09/06 : CIA-RDPS2B01090R000400010010-2



Approved For Release 2006/09/06 : CIA-RDP92B01090R000400010010-2

S-E-C-R-E-T

President's newly appointed rubber-stamp parlisment finelly eborted.
1t became clear that Sukarno's maneuvering had brought about a ne*
ghift to the left. A proportionately larger group of Communists :ad
fellow travelers was seated in Parliament, now altogether purged of
the opposition, and Army influence in the high councils of goverment
had somewhat receded. Realization of Sukarno's longtime gosl of t‘om-
munist representation in the Cabinet appeared nearer.

For the Partai Komunis Indonesia (PKI), the situation did
not require a new departure.  The BKI continued its steadfast suport
of Sukarno and adroitly aimed its attacks on the government &t Caineti
or lesser officials. Bloc efforts to encourage the leftward slide
achieved at first only medlocre success as Khrushchev's visit in Yeb-
ruary falled to arouse warm feeling between either the leaders or the
people of the two countries and made little propaganda impact. Never-
theless, the renewed expression of Soviet support -- the $250 mil  ion
credit, Khrushchev's vigorous endorsement of Indonesia's claim to West
Irian, and the offer of heavy fighting ships -- i1s of long-t+erm irpor-
tance, particularly against the background of the new West Irian ris::
that broke out in late spring when the Netherlends dispatched an wir-
craft carrier to the island.

The bitterness in Sino-Indonesian relations subsided :ome-
what after the first shock of Indonesia's execution of its ben agninsi
Chinese traders in rural areas in late 1959 and early 1960. Friciion
continued, however, and relations worsened sharply again in the lute
spring as both sides remcted emotionally to an incident aricing from
the repatriation of a shipload of Chinese. For the moment, econonic
cooperation between the two countries was out of the question, and
Indonesia dropped China's $30 million credit offer from cornsideraiion.

Business newspapers in Djakarta reacted skeptically to the
announcement of the USSR's new $250 million line of credit, pointing
out that only some $25 million had been drawn from the previcus $ 17.%
million credit, although it bhad been ratified by the Indonesian Par-
liament fully 2 years before. BSoviet construction projects underiaker
have indeed gone slowly because of Indonesian delays. Seriocus coni-
struction work has begun only on the Asian Gemes stadium at Djaksta
and on the Southeast Borneo road network. Initial construction c¢on-
tracts for the West Java steel plant have been signed, and the Am:oin:
shipbuilding and oceanographiec school and the superphosphate plant
for Central Java remained in the survey stage.

Moreover, rapld progress cannot be expected. Neerly
everything, from day labor and foodstuffs to comstruction machinery,

must be imported to the work sites at Amboina and Southeast Lorne:: on
the ships of Indonesia's very undependable interisland services. The
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relatively sophisticated construction methods adopted for the Asian
Games stadium require large quantitles of aggregates that are more
refined than Indonesian contractors are accustomed to process and
that must be brought from a considerable distance outside Djakarta.
Affecting all the projects, but most particularly the steel and
superphosphate plants, is Indonesia's failure to begin training
managers and technicians.

Negotiations on the use of the $250 million credit began
in Djakarta in mid-June and are to be carried forward during First
Minister Djuanda's visit to Moscow in early July. With its emphasis
on relatively advanced technology -~ major projects in iron and steel
are plamned as well as introductory programs in atomic energy =-- it is
unlikely that the new line of credit will be drawn any more rapidly
than the first. There is as yet no evidence as to how much of the
total will be allocated to projects involving delivery of equipment
only.

Speed of execution is, however, cnly one of several fac-
tors to be considered in assessing the impact of the Soviet program,
and the fact remains that the projects will effectively identify the
USSR with the achievement of Indonesian aspirations on a national and
particularly on a provincial level. Thus construction of a large
modern technical school is a major event in stagnant Amboina, as is
the large-scale Soviet effort in the backward provinces of Southeast
Borneo. In the Asian Games stadium and the West Java steel mill the
USSR is supplying status symbols of national importance. Moreover,
negotiations on the use of the $250 million overlap with the last
stages of preparing Indonesia'’s Second Five Year Plan, permitting the
USSR to offer immediate support to the most promising projects now
being considered.

Evidence of other credits contracted during the first 6
months of the year is still incomplete. During the period, Indonesis
arranged to buy 70,000 telephones and five 1,500-ton freighters from
Hungary at a total cost of about $6 million. It is certaln that a
substantial part of the purchase price was financed on credit, prob-
ably at fairly long term. In May the Indonesian Air Force took de-
livery of the first L4 of 20 Soviet helicopters under an October 1959
contract that specifies a total price of $5.5 million, no downpayment,
and terms of 10 years at 2 percent. Indonesia is also reported to
have accepted the Soviet offer of a cruiser, several submarines, and
other naval equipment made during Khrushchev's visit in February,
but no details of the transaction are known.

Bloc technical assistance programs were considerably more
active in early 1960 than in the previous 6 months. Intensified sur-
vey work accounted for much of the increase, as Soviet survey teams
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of one or two to half a dozenh men paid repeated visits to actual or
proposed construction sites in Amboina, Southeast Borneo, .ana Jawv:.

A small group of East German experts surveyed for a textile mill in
Medan, a Czechoslovak team investigated the possibilities of opuilding
a cement plant near Makassar, and Polish experts began a survey for
the shipyard to be constructed in the Celebes. The number o1 Bloe
technicians stationed at coumstruction sites also increased. It i:
estimated that the Soviet engineering team assigned to the Jornec romst
project was bullt up from 6 to 25 men; perhaps as many Sovist exports
were employed at the Asian Gemes project. Groups of two axd three
Czechoslovaks are still stationed at the mechanized rice pro.ects in
North and South Sumatra and in Socuth Borneo. Apparently none hav:
any agricultural training, and they operate only as maintenswce gud
repalr men. A single Czechoslovak manager remains at the Intirub
tire factory at Djakarta.

The largest concentration of Bloc perscnnel continued to
be the same 50 Polish and East German officers employed by *tkz na-
tional shipping line Pelni. Working relations with Indonesiens woere
satisfactory on the whole, although during the spring there was some
bad feeling at the Asian Games and mechanized rice projects.

The Bloec drive to pemetrate higher education in Indonesis
showed considerable progress in the first half of 1960, largely be:-
cause of the sponsorship of Indonesia's fellow-traveling Minister of
Education. A program implementing the cultursl convention sigzned dur-
ing Khrushchev's visit in February was initlaled in June, ané shortly
afterward Indonesia anncunced that the number of Indonesian s=uderts
studying in the USSR would double during the coming school year. The
number of Indonesian students attending Rumanian, Polish, anc Czecho=
slovak universities alsoc 1s rising.

Bloc trade with Indonesla increased again in the secord
half of 1959, and for the first time the Bloc share of Indonesian ex-
ports exceeded 10 percent, up from 6.4 percent in the preceding helf-
year. The value of Indonesia's imports from the Bloc -- still drewn
almost entirely from Communist China -~ also increased, but the Bloc
share fell from 14,3 percent to 11.4 percemt. Although its perform-
ance lmproved as the year went on, Communist China fell behind scheduls
in rice deliveries and delivered only 267,000 tons out of & contrecteé
total of 340,000 tons. As a result the Indonesian Government did not
pPlace large rice orders in Communist China for 1960 delivery, and the
Bloc share in the Indonesian import market is expected to drop apyre-
ciably this year.
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6. TFederation of Malaya and Singapore

Vigorous antisubverslon policies left 1little scope for
either Bloc or local Communist activity in the Federation of Malaya
in the past 6 months. In May the Federation Government declared the
12~-year-old Communist-provoked "emergency” at an end. Extraordinary
policy powers granted under emergency legislation lapse at the end of
July, but Parliament has already enacted an internal security law pro-
viding an even stronger array of antisubversion weapons. The Federa~
tion holds in readiness antidumping tariff authority specifically de-
signed to control an aggressive Bloc export campaign such as Mginland
China waged in 1958. Although in June Prime Minister Rahman startled
his colleagues in the government by advocating Communist China's ad-
mission to the UN as a necessary step In the search for world peace,
the Federation intends to continue its policy of nonrecognition of all
Bloc governments. Controls on travel and remittance to Communist
China remain in effect.

Federation attitudes exert a powerful discipliine on Com-
munist and pro-Communist activity in Singapore. Both the opportunist
leadership of the ruling Peoples Action Party (PAP) and the Party's
strong extremist wing accept merger with the Federation as a major
political goal, simply because neither feels it could long survive in
power without Federation economic cooperation. Equally important is
the Federation's decisive voice in the Singapore Internal Security
Council and its influence cn the manner in which the UK exercises its
retained prerogatives in the fields of forelgn relations, defense, and
public security.

Althcugh the Singapore Government pressed hard for accept-
ance of the visit, there it no reason to believe that it intended to
seek closer relations with the Bloc immediately. Its intention, rather,
appears to have been to test the UK's resolution to defend UK preroga-
tives as well as to dramatize its need for foreign assistance on a
large scale and also to reaffirm its willingness to seek assistance
from the Bloc if sufficilent capital were not forthcoming from the Free
World. Although current high rubber prices glve Singapore a surface
prosperity, private investment is flagging and unemployment remains
high. As yet the PAP can show llttle progress toward its mich-publicized
goal of economic development.

It is possible, also, that the PAP leadership feels that
some measure of Bloc sponsorship would be an asset in its struggle
against growing extremist pressure within the party itself. The
leadership is clearly digging in against an expected extremist on-
slaught: preventive detention authority has been extended for an un-
precedented 5 years, the trade union movement reorganized, and the
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right to strike circumscribed. A limited pattern of cooperation with
UK authorities and the opposition has been established.

Malaya-Singapore imports from Communist China show OEBly
slight recovery from the 1959 slump that followed reciprocal embargoce:
imposed in late 1958. Imports of Chinese goods smounted to 4.6 parcer
of total imports in the first 4 months of 1960, compared with 4.1 per -
cent in the corresponding period of 1959, whereas purchases of g¢ »ds
from other Bloc countries remained trivial. Except for Peiping's ban
on direct exports of textiles to the Federation -- imposed in Ser:em-
ber 1959 in retallation against alleged Federation discrimination --
the China import trade is now free of quantitative restrictions. Com-
munist China's sales in the Federation remain low as a result of :the
closing of Bank of China branches in March 1959 and continued police
surveillance of merchants who handle Chinese Communist goods. Soslet
purchases of rubber, whose exceptional volume in 1959 catapuited the
USSR into fourth place among Malaya's customers, fell off sharply in
1960, Increased exports to Communist China, Czechoslovakia, and
Poland somewhat offset the drop, but the Bloc's share of Malaya-
Singapore exports decreased from 1l percent in the first 4 months of
1959 to 8 percent in the same period in 1960.

T. Nepal

The pace of Communist Bloc activity in Nepal weas cons der-
ably accelerated in the first 6 months of 1960 in an effort to insure
Nepal's continued neutrality and to discourage Western influence. Car-
munist China was especially concerned to overcome Nepalese susplc ons
arising out of Peiping's repressive actions in Tibet and its aggre:ssive
actions on the Sino-Nepalese border. During Prime Minister Koiraia's
visit to Peiping in March, Communist China agreed to a definition of
the Nepalese-Tibetan border, offered $21 million to Nepal in gran aic,
and proposed the conclusion of a Sino-Nepalese treaty of peace anc
friendship, whereas Nepal agreed to permit the establishment of a
resident Chinese Communist Embassy in Katmandu, to accept Chinese Com-
munist technicians, and to send Nepalese technicians to Communist Chira
for training.

At the same time that both the USSR and Communict Chirs
have been working to appear friendly and reasonsble to the Nepale:ze
Government, they have also been stepping up their subversion and 1rope-
ganda campaigns. The Chinese Communists have been propagandlzing amorz
Nepalese border tribes of Tibetan ethnic origin in an effort to irduce
an allegiance to Tibet. Along with the USSR, the Chinese Communigts
reportedly have given covert backing to at least two campaigns of Nepa-
lese opposition groups designed to embarrass the Nepalese Congress
government. Both Bloc countries reportedly have strengthened their
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liaison with the local Communist Party. In addition, there has been
some expansion of the distribution of Chinese Comunist and Soviet
publications by the Nepalese Communist Party through eight reading
rooms throughout the country.

Nepal's economic relations with the Bloc were highlighted
by the signing in Peiping in March-of a $21 million economic and tech-
nical cooperation agreement with Communist China. The agreement stipu-
lated that the $21 million grant to Nepsl plus an additional $8.4 mil-
lion (unused portion of a 1956 Chinese grant to Nepal) are to be drawn
within the next 3 years, although the period of validity may be extended
by mutual agreement. Chinese Communist technicians wlll be sent to
Nepal, and Nepalese will receive training in China. The new aid as
well as the unexpended balance from the earlier grant will be spent on
specific projects -- roads, a paper mill, a cement plant, and power fa-
cilities. It is very doubtful whether Nepal will be able to utilize
all of the grant within 3 years, but continustion of the agreement be-
yond this period is provided for. Reaction in Nepal to the agreement
was very favorable.

A cement plant near Hitaura and a paper mill in the Nepal-
genj ares of western Nepal are apparently the first projects to be built
with funds from the Chinese grant. In early June, there were 15 Chi-
nese Communist technicians in Nepal engaged in making feasibility
studies for the cement and pasper plants, with 20 more expected before
the end of the year. As far as 1s known, formal project sgreements
for these installations have not yet been signed between the two coun-
tries, and implementation of the grant is not expected until a Nepalese
team has observed the working of comparable installations in Communist
China. Chou En-lai in a speech before a Nepalese trade organization
suggested jJoint Chinese-Nepalese construction of a road linking Nepsl
with Tibet, but Prime Minister Kolrala rejected the idea, citing the
uneconcmical nature of such a project in the light of the small amount
of trade between the two countries.

Nepalese officials confirmed press reports that Nepal has
accepted a Soviet offer to make a detailed ground survey of an east-
west road running the length of the southern plain of Nepal. An
earlier aerial survey for such a road was completed last year under
the terms of the 1959 grant-aid agreement with Nepal. Acceptance of
the Soviet offer has increased very materially the likelihood of the
USSR's ultimately actually building the 550-mile road, which if suc-
cessfully done would be an impressive monument to Soviet engineering
skill and have a great propaganda impact in Nepal. The cost of the
detailed ground survey probably will be met from the 1959 Soviet-
Nepal agreement, The Soviet technicians apparently have favorably
impressed various Nepalese officials with the speed and efficiency

- 60 -

S-E-C-R-E-T

Approved For Release 2006/09/06 : CIA-RDP92B01090R000400010010-2



Approved For Release 2006/09/06 : CIA-RDP92B01090R000400010010-2

5-E-C-R-E-T

of their preliminary surveys of the east-west road project. Mear.-
while, Soviet techniclans reportedly have surveyed the aress and
chosen the sites for the sugar mill, hydroelectric project. and rige
arette factory. Additional Sovlet teams are expected in October to
supervise the actual construction.

In spite of Nepal's acquiescence in Chinese demends - hat
a provision for sending Chinese technicians to Nepal be included in
the grant-aid agreement, Nepal remains reluctant to accept such =ech.
nicians in great numbers and prdbably will seek to confine their
Presence in the country to a mimimum periocd of time. There is evi-
dence that Nepal 1s concerned over Bloc interference in ite internal
affairs, although Soviet and Chinese diplomatic personnel residert i1r
Katmendu allegedly have been involved rather than Bloc techniciars.
The Chinese Communists reportedly spent $4,000 to finance demonstra-
tions against the Gandak agreement (an Indian-Nepalese power pro,ect
in eastern Nepal) and offered another $4,000 to three Nepalese ntws-
papers for anti-Indian propaganda. The Government of Nepal hag vwarned
Bloc personnel against becoming involved in Nepal's domestic affeirs.

Nepal's need for developmental assistance, its neutrelist
foreign policy, its desire to avold undue dependence on India, axd its
geographic proximity to Communist China combine to make it receptive
to attractive Bloc overtures and reluctant to antagonize the Blor .
Nepal is vulnerable to Bloc subversion and propaganda carried on witk-
in the country because of the great degree of political illiteracy ir
the electorate and its lack of national identity together with the
severe weakness of local govermment organization. Given these fec-
tors and indications that some progress will be made on aid projects,
it seems probable that the increamse in Bloc influence during the first
half of 1960 will remain a threat to internal stability.

8. 'Thailand

Thailand continues to be a difficult srea for Sino-Scviet
activities. Since the October 1958 Army coup, the government hag
maintained the strong measures aimed at controlling the kingdom'e
small Communist movement, and it is doubtful that Thailand will under-
take a serious reassessment of 1ts alignment with the West and actiwve
barticipation in SEATO. Greater receptivity to Bloc trade iz 1960
is motivated primarily by Thalland's desire to increase exports.
Over-all trade deficits have widened in 1958 and 1959, but balance-
of-payments difficulties have been avolded by greater relisnce on
external aid. TIf Thailand's exports to the Bloc should increase,
this trade may be used to dramatize both Thal dissatisfaction with
US support to neighboring neutrals and the need for greater finamncial
assistance.
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Other than in the field of trade, Thailand continues to
restrict severely its relations with the Blo¢c. The Thal Government
has agreed to permit the stationing of a TASS representative in Bang-
kok to replace the one who was deported in October 1958 for "activi-
ties dangerous to the peace and security of the nation,” but his ac-
tivities doubtless will be carefully circumscribed by the Thai police.
No exchanges of cultural delegations between Thalland and members of
the Bloc took place during the first half of 1960, and no Thal students
have left for study in Bloc countries.

Thailand's trade with the Bloc in 1959 and the first 2
months of 1960 continued to represent only about 1 percent of total
trade. The chief change in the trade pattern in 1959 was the curtail-
ment of trade with Communist China and the entry of the USSR and
Czechoslovakis into the Thai rubber market. Thailand's exports to the
Bloc in 1959 were almost entirely rubber shipments -- $2.1 million to
the USSR and nearly $0.3 million to Czechoslovakla. A ban on imports
from Cormunist China imposed in Janusry 1959 prevented imports from
this source. The ban was effective in preventing not only the small
amount of direct imports but also the larger quantities of Chinese
goods entering Thailand by way of Hong Kong.

Bloc countries appear to be increasing their efforts to
stimulate trade in 1960. Rubber authorized for shipment to the USSR
and Czechoslovakia amounted to about 4,000 tons for the first 4 months.
This figure may be compared with rubber exports to the Bloc of 3,302
tons in 1959, which represented about 2 percent of total rubber ex-
ports. Although purchases at the new rate may not be continued for
the balance of the year, they are already substantial enough to indi-
cate a step-up in Bloc trading activity.

D. Europe
1. Iceland

The Bloc continued to utilize the Icelandic Communist Party
as & vehicle for the advancement of its political goals in Iceland:
(a) the elimination of US forces, (b) Iceland's withdrawal from NATO,
and (c) the establishment of economic dependence on the Bloc. The
Icelandic Communist Party has a membership of about 900 and polled
16 percent of the vote in the October 1959 elections. It supports the
Bloc propaganda effort through its press and front organizations. The
Communists have especially sought to exploit the lengthy Icelandic dis-
pute with the UK over UK trawlers, protected by the British frigates,
fishing close to Iceland. The Communists point to the fact that for
the last 8 years the Bloc has furnished the principal market for pro-
cessed herring and frozen fish fillets, products that Iceland can
sell in the West only with difficulty.
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In February 1960, Iceland took drastic action to stabilize
1ts economy and to improve the competitive position of its exports by
a 57-percent devaluation of its currency. The effectiveness of tke
currency devaluation, however, may be limited by expected increases ir
the tariff on fish in potential markets of the European Economic 'om="
munity (EEC), and this tends to Jeopardize Iceland's effort to mir.i-
mize its trade with Bloc countries. The other NATO member countries
have agreed to discuss special conditions that could be afforded .ce=-:
land to help it out of its trade dilemma.

Trade between Iceland and the Soviet Bloc in 1950 remeinec
at about the same level as in 1958. Icelandic exports to the Soviet -
Bloc accounted for 34 percent of the total, and imports from the Hloc
amounted to 31 percent of the total, about the same as in 1958. Com-
position of trade remained virtually unchanged. The USSR continues to
be the largest single trading partner, closely followed by the Un . ted
States.

In January 1960 an extension until 1962 of the originmal
Tcelandic-Soviet trade agreement of 1953 was signed in Moscow. The
level of exports and imports is not known, but 1t appears that the
total value of trade will be approximately the same as that of the
last several years. The Icelandic delegation succeeded in getting ths-
USSR to accept a larger quantity of salted herring than thal whici thy-
USSR originally had intended. After signing the Soviet-Iceiandic Treausic
Protocol, members of the Icelandic delegation to Moscow stopped i:
Warsaw to discuss pending tramde problems.

Bloc efforts to influence Iceland in political and eco-
nomic matters have met with imcréased resistance. With the success-
ful leunching of the Stabilization Program, the country may soon se
able to consider membership in the European Free Trade Association
(EFTA). A membership would mssist Iceland in reducing present comn-
mercial dependence on Soviet Bloc countries.. Although Bloc efforus
to separate Iceland from NATO have not been successful, a soiutien
to the UK fishery problem is needed to make Iceland a stable memb-r
of NATO.

2. Portugal

Portugal's trade with the European Satellites is quit:
small and exists chiefly to enable Portugal to market its surplus
cork. On the other hand, trade with the USSR, which is om a bart-r
basis, consists largely of the exchange of miscellaneous Portugue se
commodities for Soviet petroleum and petroleum products. - Althougn
the Portuguese authorities also permit the procurement of machinery
items from the USSR, they make it a condition of purchase that nelither
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the installation nor the functioning of such machines shall require
the assistance of the suppliers. Trade with the USSR, therefore,
cannot be used as a device for getting Soviet technical personnel
into Portugsal.

In 1959, Portugal's total imports from the Bloc were sbout
1 percent of total Portugese imports, and exports amounted to about
2.3 percent of total exports. Within the Bloc, Czechoslovakia and the
USSR are Portugal's most important trading partners. Preliminary fig-
ures indicate that Portugal's trade with the Bloc in 1960 has not in-
creased above the 1959 level.

3. Spain

Spanish trade relations with the Bloc have never been
intensive. Although closer ties with the Free World system of for-
eign commerce may be expected to make trade overtures by the Bloc
less interesting to Spain, 1t is probable that at least a small amount
of Bloc trade will continue. The Bloc is a market for some of Spain's
agricultural and mineral products, and Spain can find use for indus-
trial equipment from almost any source.

For several years, Spain has negctiated trade and payments
agreements between its foreign exchange office and the central banks
of Poland, Czechoslovakia, Hungary, Rumania, and Bulgaria, whereas pri-
vate barter agreements govern trade with the USSR and East Germany.
There are some indications that Spain may negotiate unofficial trade
and payments agreements with the latter two countries.

In 1959, Spain's trade with the Blcc rose slightly above
that of 1958, accounting for 2.4 percent of its total imports and for
4.2 perceut of its exports. Its most importent trading partners in
1959 were Czechoslovakia and the USSR, which together accounted for
more than one-half of Spain's total Bloc trade. As in previous years,
Spanish trade with the Bloc was based chiefly on the exchange of cork,
cltrus fruits, nuts, minerals, and metals for machinery and equipment
and miscellaneous fabricated items.

Trade agreements for 1960 were negotiated between the
Spanish Foreilgn Exchange Office and the Central Bank of Czechoslo-
vakia for an exchange in 1960 of goods worth $9 million each way. A
supplementary agreement with Poland was negotiated in March 1960 that
provides for Poland to supply $3 million worth of machinery of various
types to Spain in return for $3 million worth of marine craft and re-
lated equipment.
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k. Yugoslavia

Yugoslavia's relations with the Bloc during the :irst haif
of 1960 were highlighted by the polemics that arose with Mcs-ow's at-
tack on the attitude that Belgrade took toward the U-2 ineident &ad £4
summit failure. 1In a statement on 17 May, Tito deplored the U-2 inci-
dent but argued that it should not be vsed as a "pretext" for wre:kina
the summit. The Chinese Communist and Albanian press I1mmediately
seized upon Tito's statement as proof of Yugoslavia's willingnese to
serve the imperialist aggressor, but their attacks were quickly cver-
shadowed by a sweeping denunciation of Belgrade's revisionist intarna.
and external policies carried in the 23 May issue of Moscow’'s Kommi-
nist. This attack was the first from the USSR since early .350 axd
appeared to foreshadow a harder Rloc policy toward Yugoslavia.

At the end of' June, however, Yugoslav-Bloc relations
seemed to be continuing along the same lines of limited d€tente as
they had in 1959 and early 1960. Except for Chinese Communist and
Albanian diatribes, there has been almost no followup on the Kommi-
nist attack. Even a sharp Yugoslav rebuttal has gone unanswered.
State-to-state relations (mainly economic) have not deteriorated.
There has been no change in the status of the Rloc credit program in
Yugoslavia.

Yugoslav-Bloc trade in the first quarter of 1960 was
33 percent higher than in the same period of 1959. Exports rose
20.4 percent and imports rose 42 percent. The USSR, East Germany
Poland, and Czechoslovakia were Yugoslavia's largest BRloc treding
partners, in that order. Yugoslavia's trade with Bloc countries has
increased, but the Bloc's percentage of total Yugoslav trade has ce-
clined because of the growth of Yugoslav trade with the rest >f tie
world. Yugoslavia's trade with the Bloc countries in the first
quarter of 1960 was 2L.7 percent of its total trade, during the f-rst
uarter of 1959 it was 26.6 percent, and for all of 1959 it was
27.3 percent.

Yugoslavia and the USSR scheduled negotiations tc begin
in July for a 5-year agreement toc succeed the 3-year agreement
(1958-60) signed in April 1957. These negotiations are another ir-
dication that Moscow apparently desires to maintain normal economsic
relations with Belgrade.

E. Latin America

1. Argentina

During the first half of 1960, Argentina continu=d ite
campaign to curb local Communist activities and to diminish the
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importance of its Bloc ties. Government moves to suppress Communist
propaganda and to outlaw the Communist Party gained force as local
Communists sought to capltailze on Argentina's economic problems in
order to subvert the economic stabilization program. Local Communists,
in conjunction with the Peronistas, staged a ballot boycott in an at-
tempt to destroy the validity of the Argentipe congressional elections.
In spite of the existence of diplomatic relations with the USSR and
five Satellites, cultural exchanges between the Bloc and Argentina
were minimal.

In a typical attempt to bolster the Bloc's weakening posi-
tion, high-level delegations from the USSR, Hungery, Poland, Czecho-
slovakia, Bulgaria, and Rumania attended the 25 May celebration of
the 150th anniversary of Argentine independence to which all countries
represented in Buenos Aires had been invited. Among the representa-
tives was Soviet First Deputy Premier Kosygin (who signed a new
protocol to the Argentine-Soviet credit agreement) and the Ministers
of Foreign Trade of Hungary and Poland. During the first half of 1960,
Argentina, as part of its general move toward multilateral trade, took
further steps to terminate its bilateral agreements with all Bloc coun-
tries except the USSR. Although the level of trade in 1960 should not
f£all significantly below the 1959 level, this move and revisions in the
Soviet eredit noted below seem calculated to diminish Soviet economic
penetration in Argentina.

In February, Argentina announced that $50 million of the
$100 million Soviet credit for development of the Argentine oil indus-
try would be diverted to other areas of the economy. This intentlon
was ratified by the signing of a protocol to the agreement when Kosygin
visited Argentina in May. According to the protocol, the $50 million
may be used for the purchase of road construction equipment, mining
equipment, and other machinery. With the $32 million previously con-
mitted to the purchase of oil industry equipment, the use to which
$82 million of the $100 million credit can be put has not been specl-
fied. The remaining $18 million has been kept in reserve for use by
the Argentine government-owned petroleum company YFF (Yacimientos
Petroliferos Fiscales). As of 1 June, only $10.3 million worth of
petroleum equipment had been delivered to Argentina. According to a
YPF spokesman, four technicians at most may enter Argentina in con-
nection with the credit. Orders for Soviet helicopters and for five
deep-well drilling rigs have been canceled or postponed, and some
dissatisfaction has been shown by YPF over the failure to get pipe
under the credit.

The purchase of 80 Hungarian railroad coaches and rail-

road machinery and equipment was announced in Masy. This transaction,
amount. ing to $11.2 million, was authorized in October 1959 and was
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made under deferred payment within the framework of the expiIring
Argentine-Hungarian payments agreement. Terms were not given.

Argentine-Bloc trade in 1959 declined from the 1958 level;
however, the Bloc's share of total trade remained at approxiuately
5 percent, the same as the year before. This over-all decline in
total Bloc trade may continue into 1960, but increased imporus of
equipment under the $100 million Boviet credit together witz the c¢e-
livery of Hungarian rail equipment could maintain the present ievel.
On the other hand, Argentina's approach to self-sufficiency in oiil
production and its present moves toward cancellation of its gilateral
agreements will tend to discourage trade with the Bloc.

Bloc influence in Argentina appears to have weakened :in
the last 6 months. A concerted drive by the govermment to reduce
locel Communist activities coupled with its economic reform aseasuzes
have brought about a less favorable atmosphere for Bloc activity.

2. Brazil

During the first half of 1960, Brazil was second only 5o
Cuba as & target for Bloc activity in Latin America. Especially
strong efforts were made to exploit Brazil's anxious search for new
markets and credits for its ambitious program of industrializatiot
and economic development. Poland and Czechoslovekia, which presertly
have diplomatic relatiomns with Brazil, sought to strengthen these
ties; and the USSR and the other Bloc countries made a sustained ¢ f-
fort toward establishing diplomatic relastions. Effective propagarda
was slanted toward the development program, emphaslzing the econowic
accomplishments of the Communist Bloc and its potential as a vast new
market. In addition, the Bloc has continued to play on Brazil's sen-
sitive feelings of nationalism, especially thelr more extreme and
anti-American manifestations.

The tangible results of the Soviet trade offensive, a -
though significant, have been less impressive. By midyear, after
protracted negotiations, trade resulting from the much-vaunted Soiet-
Brazilian trade agreement was only begimning. Some feelings of 4 s-
illusionment began to appear in certain sectors of Brazilian opin on,
helped no small amount by revelations of the defecting chief of Hre
resident Hungarian trade mission that Hungary was using commercia.
representatives in Brazil as intelligence agents. Trade, hcwever
continued at a generally accelerated pace in an atmosphere still
considered friendly.

Although no new long-term credits were extended to Brnzil
in the first half of 1960, several proposals were reported as peming.
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According to the Sao Paulo press of April, Brazil was considering a '
Polish offer to build a steel plant with an annual capacity of 150,000 ¥
to 250,000 tons at a cost of $30 million, to be repaid over an 8-year

period. A press report that the head of the Soviet trade mission

visiting Brazil in May had offered to study Brazilian proposals for

long-term Soviet investments at low interest rates in large projects

was later denied by the mission head and was probably a trial balloon

A Czechoslovak proposal to manufacture Zetor tractors in Brazil may

involve a credit offer. This proposal was endorsed by the Brazilian

governuent Automotive Industry Executive Group as one of ten projects

approved for implementation in the program to esteblish a nationsal

farm tractor industry.

In January, three Soviet technicians arrived in Sao Paulo
for the reported purpose of assisting the private Companhia Industrial
de Rochas Betuminosas (CIRB) in developing its Paraiba Valley oil
shale deposits in Sao Paulo State. After meking Preliminary surveys
and presenting their findings before the National Petroleum Council,
the group departed late in April with a 200-ton sample of Brazilian
shale to be further analyzed in the USSR. The project contemplated
by tne company involves the conversion of shale into natural gas to
supply the Paraiba Valley and ultimately Sao Paulo and Rio de Janeiro.
Some doubt exists concerning the motive of the company in employing
the technicians and the seriousness of their interest in developing
the deposits. The technicians have not yet returned to Brazil, but
the press in Sao Paulo has reported that 20 Soviet engineers are com-
ing to Brazil in connection with this project.

According to Radio Warsaw, Polish technicians completed
their activitles in connection with the completion of a caustic soda
plant in Cabo Frio and returned home, having been in Brazil from late
1959 to April 1960.

Brazilian-Bloc trade during 1959 was the highest in Bra-
zilian history, amounting to 4 percent of Brazil's total trade, com-
pared with 3 percent in 1958. Especially notable was the development
of significant trade with the USSR and East Germany, neither of which
traded on a regular basis with Brazil before 1958. The ranking Bloc
traders in Brazil, however, were still Czechoslovakia, Poland, and
Hungary.

During the first 6 months of 1960, Brazil signed new 5-
year trade agreements with Poland and Czechoslovakia. Both agree-
ments call for a yearly total trade turnover of $70 million and pro-
vide for the exchange of Brazilian coffee, cocoa beans, and other
agricultural products for Polish and Czechoslovak machinery and
capital goods. If the quotas provided for are realized, trade be-
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between Brazil and both Poland and Czechoslovakla will increase sub-
stantially. The new agreements are the first long-term pact: signed
by Poland and Czechoslovakla with Brazil.

The first official Soviet mission to visit Brazil since

the severance of diplomatic relations in 1957 arrived in Ric de danein

in May to discuss the implementation of the December 1959 Soviet-
Brazilian trade agreement. After a month of discussion, coatracts
were signed for Brazilian imports of 150,000 tons of Soviet wheat
valued at $10.3 million, 100,000 tons of diesel oil valued 3% .

$2.3 million, and 600,000 tons of Soviet crude oil valued at $7.%
million; Brazil will export 11,800 tons of coffee valued at $8.2k mii-
lion. The amounts of petroleum products and wheat contracted are
those specified in the agreement. The USSR was given until Jjune 1961
to ship the petroleum, an extension of 6 months beyond the period
contemplated by the agreement. Problems appsarently have arisen cone
cerning the specifications of the Soviet crude oil. The amounts fall
short of the $25 million emch way specified in the trade agreemert

and represent an $11.9 million import surplus for Brazil. 1In oréer

to fulfill the terms of the trade agreement, the USSR would have %o
make additional 1960 purchases of 8,200 tons of coffee plus $9 mil-
lion worth of other Brazilian products, and Brazil would have to
purchase $5 million worth of machinery, chemicals, oil industry equip-
ment, and other products. No plens for further 1960 purchases hseve
been announced.

The propaganda Iimage of vast Eastern European markets
probably has been the most effective weapon employed by the 2loc in
its economic offensive in Brazil since it plays upon Brazil's owp
desires to open new markets for coffee and other products and to zet
commodities needed for development from non-hard-currency arsas.

With the impetus of the new Polish, Czechoslovak, and Soviet traée
agreements, this image may gain substantive reinforcement in 196¢C.

The Bloc share could rise to as high as 10 percent of Brazil's 1¢60
trade if the target increases with Poland, Czechoslovakia, and tke
USSR take place. Various factors, however, may limit significantly
the long-run success of Bloc trade promotion efforts. Filrst, the
commodity that Brazil 1s primarily interested in marketing, coffee,
has never been an important consumption item for Bloc countries. In
this connection it may be significant that the USSR failed tc¢ putr-
chase in 1960 even the relatively small quantity of coffee called for:
by the trade agreement. Secand, the high expectations of the Bra-
zillans probably will suffer a setback when 1t is discovered that

Bloc trade is no panacea for all economic ills. The small amount of
trade resulting from the Soviet agreements has already been the gourea

af come A4 sannointment Thicg Adisasnnointment |
nas helpeil

to dampen some Brazilian enthusisesm for Bloc trade.
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In spite of the recent emergence of some difficulties,
Soviet Bloc prestige in Brazil over the last 6 months has on balance
been increasing. Continued efforts to raise the tempo of economic
relations by the renegotiation of agreements, the exchange of trade
missions, and other trade activities have served to keep the issue
before the eyes of the Brazilians. The signing of contracts under
the Soviet agreements and the negotiation of a new Czechoslovak
agreement should be sufficient to maintain a Bragilian attitude fa-
vorable to Bloc economic ties for the near future. The seeds of dis-
illusion may have been planted, however, and, if so, the Soviet Bloc
may soorn encounter decreased receptivity toward its future promotional
activities.

3. Cuba

During the first 6 months of 1960 the Bloc energetically
sought to identify itself closely with the Cuban revolution, and Cuba
assumed an increasing pro-Soviet orientation both in its foreign pol-
icy and in its internal affairs. As Cuba's relations with the United
States and the rest of the Western Hemisphere have deteriorated, this
desire on the part of both parties for closer relationships has mani-
fested itself on all levels of activity. Diplomatically, the period
found Cuba reestablishing relations with the USSR, Czechoslovakisa,
and Poland and contemplating relations with other Bloc regimes, in-
cluding those of East Germany and Communist China. During this
period a greatly increased exchange of persons between the two areas
has been noted. Highlights included the arrival in Havana of the
Soviet scientific, technical, and cultural exhibitlon inaugurated by
Soviet First Deputy Premier Mikoyan, the arrival of the Peking Opera
Company, and the exchange of trade union, student, and other groups
between Cuba and the Bloc. In June, Soviet Premier Khrushchev an-
nounced acceptance of a Castro invitation to' visit Cuba in the near
future. The Cuban~sponsored Latin Americen news agency Prensa Latina
and the various Bloc agencies, including PAP, CTIK, TASS, and NCNA have
exchanged news coverage and have increasingly followed a common line,
while Soviet and especially Chinese Communist news comment has fo-
cused upon the Cuban struggle against "Yankee imperialism." Recently
the Bloc has begun to use Havana as a base for its propaganda and sub-
versive efforts throughout Latin America.

In the first 7 months of 1960, in response to Cuba's an-
nounced desire to expand its markets and diversify its imports, the
USSR, Poland, Czechoslovakia, East Germany, and Communist Chinsa all
signed trade or payments agreements with Cuba. In addition, the USSR
granted Cuba a $100 million credit, Czechoslovakia granted a $20 mil-
lion credit, Cuba and Communist Chins negotiasted a technical assist-
ance and credit agreement, and numerous Bloc technicians began to
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appear in the country. Sugar sales to the Bloc in 1960 fer exceeced
those of any previous year.

In February 1960, in conjunction with a Soviet-Cuban % rade
agreement , the USSR extended to Cuba a $100 million line of credit at
2.5 percent interest, repayable in 12 years. This first credit tu
Cuba extended by a Bloc nation is to be used for new plante and frac-
tories during the period 1961-65 and envisions extensive Scviet tech-
nical assistance. In June, Czechoslovakia granted to Cuba a $20 mils
lion credit to be used for its industrial expansion progrem. It s
a8 10-year credit paysble at 2.5 percent interest. East Germeny and
Poland probably also have extended long-term credits to Cuba.

In June and early July a Cuban economic mission, headed
by the Executive Director of the National Imstltute of Agrarian Reforr.
(INRA), Nunez Jimenez, visited the USSR, Czechoslovakia, Poland, «nd
East Germany to discuss Bloc asslstance in Cuba's industrisiization
program. Upon his return, Nunez stated that his mission had conc . udec
asgreements for the purchase of 32 complete factories, including ¥ fror:
the USSR, 12 from Poland, 8 from Czechoslovakia, and 5 from Fast ter-
many. Included in these factgries are & l-million-ton-capacity sieel
mill to be erected with Sovliet assistance, two powerplants, two texti.e
mills, various metalworking plants, and miscellanecus light indusirie::.
Nunez also announced that Bloc trade missions visiting Cuba in the
first 6 months of 1960 had agreed to furnish an additional 2k complete
factories. Nunez stated that the cost of all 32 of the facicries for
which his mission had negotisted was $84 million, of which $45 mi lion
represented foreign exchange costs. Nelther the domestic nor the for-
eign exchange costs of the other 24 plants are known.

Recent reports of an increasing influx of Bloc technirian;
seem plausible. Probably about 35 Soviet technicians, conmected +ith
surveys of Cuba's economy and potential development, were in Cuba by
the end of June. A team of Soviet speclalists has completed a miners
survey of Pinar del Rio province. Other teams have been reported as-
gisting the Cuban Petroleum Institute, and some probably are invo ved
in agricultural surveys in cooperation with INRA. Rumors of the pres.-
ence of military advisers have persisted for some time, ané some iiloc
military personnel may be in Cuba. Some of the technicians repor-ed
may have been in Cuba since the Joviet exposition and the Mikoysan
visit in February, vhereas others have arrived via Venezuela and
Curscao. Techniclans from Czechoslovakla, East Germany, and Commuinis
Ching may slso be in Cuba. An increase in the number of Bloc per-
sonnel should result from the credit agreement slgned with Czechoslo=-
vekias and from visits of the Nunez Jimenez and Raul Castro missions
to the Bloc.
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In the field of trade, Cuba's ties with the Bloc Increased
rapidly during the last half of 1959 and the first half of 1960. Trade
for all of 1959 came to no more than about $20 million. However, dur-
ing the last few months of 1959, the Bloc and particularly the USSR,
made a number of large sugar purchases for both 1959 and 1960 delivery
that began to change dramatically the nature and extent of Cuba's trade
with the Bloc. By 13 February, the date of the new Soviet-Cuban trade
agreement, the USSR had agreed to purchase 1 million Spanish long tons¥
of Cuban sugar for 1960 delivery. This amount was increased in mid-
July when the USSR agreed to purchase the 700,000 tons which the United
States dropped from its Cuban import quota. In addition, sugar pur-
chases of other Bloc countries for 1960 probably will come to between
500,000 and TO0,000%* tons. Thus total Bloec purchases for 1960 amount
to approximately 2.4 million tons with a total value of nearly $160
million. The maximum value of Bloc purchases in the past was $4o mil-
lion in 1957.

Not all of the Bloc purchases will represent increased
exports for Cuba. Cuban sugar exports are regulated by quotas estab-
lished under the Intermational Sugar Agreement, and therefore exports
cannot be increased unless the quotas are enlarged. The International
Sugar Council, which administers the Sugar Agreement, has increased
the Cuban quota by about 630,000 tons since the first of the year and
has also permitted Cuba to sell 700,000 tons to the USSR outside the
regular quota. Thus, in effect, Cuba has had a total increase of
1.3 million tons in the size of 1ts quota. This sum is more than a
million tons short of 1ts total commitments to export to the Bloc in
1960, and this amount has been diverted from Western markets.

Both the USSR and Communist China, in addition to the
large purchase for delivery in 1960, have also made commitments for
future sugar purchases. The trade agreement between Cuba and the USSR
signed in February calls for the USSR to buy 1 million tons annually
from 1961 to 1964. The trade agreement signed with Communist China on
23 July provides that China will purchase 500,000 tons annually over
a 5-year period. The Soviet agreement provides that 20 percent of the
sugar purchases will be paid for 1in hard currency, with the remainder
pald by the delivery of Soviet commodities. The Chinese agreement has
a similar provision covering sales during the first year with sales in
subsequent years made on a strictly barter basis. Thus the two agree-
ments indicate not only that large quantities of Cuban sugar will be
exported to the Bloc during the next 5 years but also that Cuba will

* The Spanish long ton is the conventional unit of measure used in
the international sugar market and is equal to 2,271.6 US pounds.
*¥* The exact total of all Bloc purchases has not been determined,
because it is not clear exactly how much sugar will be exported to
Communist China under the 23 July agreement.
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necessarily be required to import substantial amounts from both t e
USSR and Communist China.

" Implementation of the Soviet treaty began almost im-
mediately. Shipments of sugar to the USSR moved steadily through
the first half of the year, and imports from the USSR also began in
substantial amounts. Cuba has contracted for at least 900,000 meiric
tons of Soviet crude oil at m price of $2.75 per barrel. Tais $17.3
million transaction will absorb 58.6 percent of the value of the
425,000 Spanish long tons of sugar that Cuba sold to the USSR und:r
the February agreement and is equivalent to Cuba's oil needs for (0O
days. As the small government-owned refinery does not have the capac-
ity to handle this amount of oil, it asked each of the three foreign
01l companies to handle 300,000 tons of Soviet crude oil in their re-
fineries. Their refusal lead to "intervention" by the Cuban Gove ~n-
ment of one major refinery by the end of June and of the remaininz
two in early July. After the government took over operating control
of the foreign refineries, Cuba's normal petroleum imports from W:ste-
sources came to a complete hrlt. TFollowing the rupture of normal oili
supplies, it seems probable that Cuba concluded additional petrol>um
purchases from the USSR. Besldes petroleum, Cuba is importing fer-
tilizer from the USSR in substantiel quantities and has also contract
for the delivery of 20,000 metric tons of Soviet wheat.

Other trade agreecments with the Bloc are less extensive
than either the Soviet or Chinese Communist accords. In March an
East German trade mission signed a l~year interbank payments agre:~
ment with Cuba. Also in Merrch a trade and payments agreement was
signed with Poland that is very general in nature and is little more
than a framework or preliminary agreement. Neither the East Germin
nor the Polish agreement estmblished specific trade goals but ratqer
makes general provisions for the exchange of Cuban sugar and other
agricultural products for machinery and industrial installations. In
June, Czechoslovakia also signed a trade and payments agreement ¢ un-
specified amount with Cuba. Implementation of these agreements has
gone forward rapidly as East Germany contracted for 60,000 Spanisi lo
tons of sugar and Poland agreed to take 150,000 tons. (Some of th:se
sales, however, may not have taken place within the framework of the
trade agreements.) Some imports also have been received from all
three of these Bloc countries.

Official Cuban statistics on trade with the Blo:. as well
as with the rest of the world, have been virtually nonexistant siaice
early 1959. Based on known shipments of sugar to the Bloc and on oth:
exports known to have been made, Cuba's total Bloc exports in 19857 wex
approximately $16.5 million, compared with exports to the Bioc of
$l7.7 million in 1958, and represent approximately 2.5 percont of
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Cuba's total exports in 1958, the last year for which complete sta-
tistics are available. No figures are availsble concerning Cuba's
total trade or its import pattern in 1959, although goods valued at
$700,000 were shipped from the Bloc in the first 6 months. It is
probable that imports from the Bloc were not significantly larger in
1959 than the $2 million level of past years.

The Bloc's influence in Cuban eccnomic affairs, like that
in other fields, has grown sharply in the last 6 months. With the
impact of the new trade and credit agreements only beginning to be
felt, this influence should increase even further during the year as
economic deterioration in Cuba and worsening relations with the United
States make Cuba more dependent on foreign economic aid.

L. Uruguay

In spite of the existence of extensive diplomatic and
trade relations between Urugusy and the Bloc and Uruguay's continued
economic problems, Bloc influence in Uruguayan domestic affairs has,
if anything, diminished. The five Bloc diplomatic missions in Monte=~
videc (Soviet, Czechoslovak, Polish, Rumanian, and Bulgarian) and the
two resident commercial missions (Hungarian and East German) have lent
encouragement to the formation of a Communist-dominated central trade
union movement and have indicated their opposition to economic reform
moves which the Uruguayan Government has undertaken with US support.

A severe trade imbalance and the adverse effect on prices of currency
devaluation have increased economic discontent in Uruguay, but Bloc
efforts to capitalize on these difficulties have not been particularly
successful. The Uruguayan Government's fallure to accept a Soviet
offer to buy for cash $25 million worth of wool in return for $16.5 mil-
lion wortii of oil on short-term credit has cmused the USSR to withdraw
from the Uruguayan wool market, thus considerably decreasing Uruguay's
trade with the Bloc in the first half of 1960.

Direct trade with the Bloc in 1959 equaled $40.8 million,
approximately 16 percent of Uruguay's total trade. Direct exports to
the Bloc dropped from $29.4 million in 1958 to $27.4 million in 1959,
a decline which was in line with the almost complete paralysis of
Uruguayan wool exports in the last 3 months of 1959. In spite of this
decline, exports to the Bloc represented 28 percent of total 1959 ex-
ports, including 43.4 percent of the chief export commodity, wool. In
1958 the Bloc took 21 percent of direct exports. Imports from the
Bloc rose to 9 percent of total imports, compared with 5 percent in
1958. This advance was achieved chiefly at the expense of Western
Europe.
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Preliminary statistics for the first 4 months of 19& in.
dicate a sizable drop in Soviet Bloc trade. In that period the i:loc: :
accounted for 11 percent of total Uruguayan exports and for 2 peaczent
of its imports. During this period, Communist China purchased § .6 zi
lion of wool tops, the largest amount for any Bloc country and ajoroxi
mately equal to Communist China's total 1959 purchases from Urugay.: :
Sales to the USSR were less than $100,000.

A November 1959 Soviet offer to purchase $25 million worth
of wool from the 1959/60 clip if Urugusy purchased petroleum valied st
$16.5 million was not acted upon by the Uruguayan Government. A: =
result, the USSR, which in 1959 was the largest purchaser of Uruguayan
wool, refrained from entering the 1959/60 wool market. This wittdrasa
exacerbated the partial paralysis in the market, so that by the €nd e¢f
April 1960 only 46 percent of the current wool clip had beern expcried,
compared with 62 percent at the same time in 1959. 1In May 1960 the &%
made a new offer to buy for cash $75 million worth of wool -ver & 3-
Year period 1f Urugusy purchased $50 million of petroleum products,
paying for shipments on terms of 270 to 360 days credit. Ie additior.
the USSR proposed the immediate purchase for convertible currency of:
low-grade wool valued at $13 million. Since the bulk of the unscid -
Uruguayan wool 1s of this quality, the offer is particularly attractiu:
to many Uruguayans. The government, however, has not made any decisia:
about this new offer. If it is not accepted, then the Soviet abgence :
from the Uruguayan wool maerket probably would continue. Otaer Bine
countries have continued to purchase Uruguayan wool, although total Bl o
purchases from the 1959/60 wool clip through April amount to only 15.t
percent of Uruguay's wool exports. The USSR may have agairn enter=d4
the Uruguayan market through indirect purchases, as the Netherlawdis, -
the major transshipment point for this product, remains a sizable pur-
chaser.

A continuing economie crisis in Uruguay, a weakening »f
Prices in Western markets for the lower grade wool, and internal fac-
tors leading to Uruguayan unwillingness to sell wool at current wirld
market prices combine to meke the Soviet offers attractive +o mar. :
Uruguayans. An apparent govermment desire to avold accepting the Sov .t
proposals, however, appears to diminish short-term Uruguayan-Bloc trai
prospects. The tendency of Urugiay to seek short-term expedients in
place of the long-term solutions has helped the Soviet Bloc to ke=p om
foot in the door.
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Table 8

Bloc Credits and Grants to Underdeveloped Countries
Extended, Obligated, and Drawn
January 1954 - June 1960

Milliorn Current US §

Extended Obligated Drawn
Recipient Eurcpean Communist European Commuinist European Commindst
Countzy Totai USSR Sateliites Ching T:otal USSR tellites China UdSsn Sucellites China
Total ,053.8 35,7 150.¢ 3,28k ¢ 2. 4,1 o7 35 figs it
Middle East 1,912.6 1,508.7 38z.2 2L.7 1,72h.6 1,362.7 365.1 7.0 852.1 fif.. 3T 3:C
Afghanistan 255.1 243,9 13.2 0 2k6.6 233.4 13.2 4 106, 7 o5 i 1.2 -
Tran c.d i} Sk Q g1 o 5.1 G 2.5 o 2.5 0
Iraq 300.5 300.5 0 0 163.0 163.0 2 G 118.0 113.0 ] 0
Pskistan 3.2 3.2 ¢} ¢} 3.2 3.2 2 o 3.2 3.2 bl 0
Toxkay e v R - (RS Y ATk 9.6 7.5 ] R -8 e a
UAR -- Egypt 565.6 585.6 275.3 b7 928.5 585.6 z33.2 L. 405.2 174.6 225.9 4.7
UAR -- Syria 304.3 k2.2 62.1 o} 304.3 2h2.2 62.1 c 178.5 116.7 4.9 0
Yemen 60.7 25.7 1.0 17.0 56.0 25.7 18.0 12.3 28.0 5.7 18.0 L)
Africa 159.8 137.0 2k.3 1.5 89.4 79.0 8.9 1.5 6.2 2.2 3.2 0.8
Ethiopia 113.6 101.8 1.8 0 i8.2 43.8 Lok o 3.3 2.0 1.8 o]
Ghana 3.1 [ 3.1 o 3.1 0 3.1 0 o o 0 0
Guines k3.1 35.2 6.4 1.5 38.1 35.2 1.4 1.5 2.4 0.2 1.4 0.3
Asia 1,638.5 1,123.9 378.3 136.3 1,275.5 859.4 338.7 7.4 475 196.7 .8 73.0
Burma 12.0 12.¢ o ) 12.0 12.0 0 0] 11.0 11.0 0 0
Cambodia 34,7 6.0 0.7 28.0 29.1 €.0 c.7 22.4 23.7 5.0 0.7 18.0
Ceylon 58.0 30.0 1.7 26.3 274 23.3 1.7 2.4 L.6 2.5 1.7 2.4
India 807.7 68k.2 123.5 0 777 £8h.2 3.5 ] 136.9 139.3 11.6 0
Indonesia 685.0 38h.2 2524 b3k 417.6 126.4 2k2.8 ha.u 280.1 40.9 150.8 48,0
Nepal 41,1 7.5 0 33.6 11.7 7.5 0 b2 4.2 ] 0 k.o
Europe 115.7 76.0 9.7 - < i3 4.5 337 0
Iceland 4.6 3.1 L.y o 4.6 9 1.2 2.7 1.5 &
Yusoriavia TI) 2.9 2% 5 1 K Liid [ 3o.k o
Latin America 227.2 200.0 272 2 39.2 i.2 9_ 15.1 10.3 u g
Argeutica 103.7 100.0 3.7 o 35-7 32.0 3.7 [ 1.8 10.3 3 [
Brardl B o= e o i ! o ¢
Cuba 12,0 FEV VR RV ) ¥ o} 0 bl [ ° S o
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Table 9

Bloc Economic and Military Credits and Grants
Extended to Underdeveloped Countries
by Recipient Area and Country
January 1954 - June 1960

Million Current US §

Area and Country Total Economic Military
Total 4,053.8 3,231.3 822.5
Middle East 1,912.6 1,296.5 616.1
Afghanistan 255.1 216.7 38.4
Iran 6.1 6.1 0
Iraq 300.5 182.5 118.0
Pakistan 3.2 3.2 0
Turkey 17.1 17.1 0
UAR -- Egypt 965.6 650.6 315.0
UAR -- Syria 304.3 176.6 127.7
Yemen 60.7 43.7 17.0
Africa 159.8 159.3 0.5
Ethiopia 113.6 113.6 0
Ghana 3.1 3.1 0
Guinea 43.1 ko, 6 0.5
- 80 -
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Table 9
(Continued)
Million Current US $

Area and Country Total Economic Military
Asia 1,638.5 1,432.6 205.9

Burma 12.0¢ 12.0 o

Cambodia 347 34,7 0

Ceylon 58,0 S8.0 ol

India 807.7 807.7 0

Indonesia 685.0 479,13 205.9

Nepal .1 h1.1 0
Burope 115.7 115.7 0

Iceland 4.6 k.6 0

Yugoslavia 111.1 111.1 0
latin America 227.2 227.2 Q9

Argentina 103.7 103.7 0

Brazil 3.5 3.5 0

Cuba 120.0 12¢.0 0

- R1 .
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Table 10

td
1
9]
5]
€]
0
)

Toonomiz and Military Credits and Grants to Underdeveloped Countries
Extended and Drawn, by Year
January 1954 - June 1960

i

Million Current US $

Extensions Drawings
Year Total Economic Military Total Economic Military
Total L, 053. 8 3,231.3 822.5 1,k62.2 653.1 809.1
1960 (Jan-Jun) 785.7 785.7 0 135.1 89.0 46.1
1959 901.0 889.0 12.0 409.7 167.8 241.9
1958 1,017.1 561.7 k55,4 373.0 20k, 6 168.4
1957 279.8 226.8 53.0 166.2 81.2 85.0
1956 T710.1 608.0 a/ 102.1 364.9 107.2 257.7
1955 349.3 149.3 200.0 13.3 3.3 10.0
1954 10.8 10.8 0 0 0 0

a. Excluding about $350 million in credit extended to Yugoslavia and subsequently
either canceled or allowed to expire.

- 8 -
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Table 11

Terms of Major Soviet Lines of Credit Extended to Underdeveloped Countries
January 1954 - June 1960

Definition of Value
Currency Unit Currency Unit {Million Interest
Date in Which in Which Current Date Date Line of Rate
Recipient Countl_"x Establicshed Denominated Denominated Us $) Dmvigg Began Credit Expires S&rcen’c) Amortization Period Form of Revayment
India Feb 1955 Rupee 0.18662L grams of 115.5 Jan-Jun 1956 Not specified 2.5 12 years beginning 1 year ccnvertible currency
gold wer rupee after draving
Afghanistan Jur: 1356 US dollar Unknown 100.0 Mar 1956 Unknown 2.0 22 years beginning B years Goods
te ™
ser 1954 UE deilar Mot definsd Spring 135% Bep 134k 2.8 e b rabie pounds
after draving cther convert-
rrency agreed on
Iniia Nov 1956 & Rupee Uninown 126.0 Jun-Dec 1959 ‘Unknown 2.5 12 years beginning 1 year Goods or comvertible durremcy
aster drasing
UAR -- Syria Oet 1957 Ruble 0.222168 grams of 150.0 Apr 1958 Oct 196k 2.5 12 years Goods and/or convertible
gold per ruble currency
UAR -- Egypt Jan 1958 Ruble 0.222168 grams of 175.0 May-Nov 1958 Jan 1962 2.5 iR YRaTs Cotton, sgriculturel commodl-
18 ‘per rohle ties, and/or convertible
currency
Argentina Oet 1958 US dollar $35 per ounce of 100.0 Dec 1959 Oct 1961 2.5 10 years US dollars credited to the
gold Soviet aceount with the
Argentine Central Bank
UAR -- Egypt Dec 1958 Ruble 0.222168 grams of  100.0 Mar-Jun 1959 Not specified 2.5 12 years beginning in Egyptian pourds credited to
gold per ruble 156k the Soviet account with the
Central Bank of the UAR for
the purchase of Egyptian
goods
Iraq Mar 1959 Ruble 0.222168 grams of 137.5 Apr 1559 Mar 1956 2.5 12 years Convertible Iraqi dinars
gold per ruble credited to the Soviet ac-
count sith the Central Bank
of Iraq
India Jul 1959 Ruble 0.222168 grams of  375.0 None to date Not epecified 2.5 12 years beginning 1 year Goods or convertible currency
gold per ruble aiter draw:
Bthiopie Jul 1959 Ruble Unknown 100.0 Jun 1960 Jul 1969 2.5 17 years, but flexible Goods or convertible currency
Indonesia Feb 1960 US dellar Not defined 250.0 None to date Jul 1967 2.5 12 years begimning 1 year Goods, pounds sterling, or
after drawing other convertible currency
UAR -- Egypt Feb 1960 Ruble 0.222168 grams of  287.0 None to date  Not specified 2.5 12 years beginning 1 year Egyptian pounds credited to
gold per ruble after completion cof con- the Soviet account with the
struction Central Bank of tne UAR for
the purchase of Tgyptisn
gomE
Tube Per LT U8 duiiee O B0BET) myamE oY o0 0 ¥rme 42 Anta E Eiin
€024 per doLiar excent per- Lalita in Cibb ami
aaps for e iz doi-
techniciane
a. Credit wes nou rsEf}ed oy Xndoleolinn Purliement until 1998,
b e I I 2 L viman wasudl o

23]
i

&

(8]
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Table 12

Bloc Economic Technicians in Underdeveloped Countries a/
January-June 1960

Persons
Total European _ | Communist
Aree and Country __Bloc USSR Satellites b/ China
Total 5, 680 3,690 1,020 970
Middle Bast 3,795 2,5 680 700
Afghanisten 1,140 1,025 115 0
Iran 30 5 25 0
Irag Log 295 130 0
Pakistan 5 0 5 o]
Turkey 105 15 90 0
UAR -- Egypt 485 375 110 0
UAR -- Syria ks 300 175 0
Yemen 1,130 ¢f koo 30 700 ¢f
Africa 195 50 8 65
Ethiopia 25 20 5 0
Ghana 5 5 4/ 0
Guinea 165 25 75 65
Libya a/ 0 d 0
Morgoco g/ 0 ¢] <_i_/
Asia 1,565 1,175 185 205
Burma 50 45 5 0
Cambodia 210 20 a/ 190
Ceylon 40 10 30 0
India 1,100 1,000 100 o}
Indonesia 125 15 50 0
Nepal 4o 25 0 15
Latin Am-rica 115 Lo 75 0
Argentina 45 0 45 0
Brazil 25 5 20 0
Chile 5 Q 5 0
Cube 4o 35 5 0]
Europe 10 10 0 °
Yugoslavia 10 10 0 0

o Wonlmum estimates of personncl present for a period of T month or more. FPersonnel
engaged solely in commercial or military activities are excluded. Numbers are rounded
to the ncarest five.

b. Including Bulgaria, Czechoslovakia, Fast Germany, Hungary, Poland, and Rumanis.

¢. Including technicians and leborers.

d. A few specialists are believed to have been present. They are not included in sub-
totals or the total.

- 84
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Table 13

Military Personnel from Underdeveloped Countries Trained in the Bloc 9_./
January 1955 - June 1960

Persons

Country Sending Tralnees Total Bloc USSR Buropean Satellites 12/
Total L, 220 1,715 2,505
Afghanistan 520 520 0
Guinea 60 Lo 20
Indonesia 1,510 10 1,500
Iraq 280 235 ks
UAR -~ Egypt 1,325 515 810
UAR -~ Syria 525 . 395 130

a. Numbers are rounded to the nearest five.
b. Including Poland, Czechoslovakia, Bulgarla, and East Germany.
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Academic Students from Underdevelcped Count
January 1956 ~ June J

S-E-C-R-E~T

Table 1k

Persons

Ares and Country

Total
Middle East

Afghanistan
Greece

Irag

UAR

Yemen

Africa

Ethiopia
Ghana
Guinea
Sudan

Total Bloc

2,770
1,635

25
30
610

925
L5

450

15
65
180
190

- 8 -
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Eurcopean Satellites

1,250

635
10
30

190

39
10

280

10
50

1ko
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Table 14
(Continued)
Persons
Area and Country Total Bloc USSR European Satellites Commmist China
Asia 540 245 210 &
Burma Lo 30 10 0
Ceylon b3 5 10 c
India 115 50 60 >
Indonesia 355 150 130 75
Other 15 10 0 5
Iatin America L5 20 125 [¢]
Bolivia 50 0 50 [¢
Chile 10 0 10 0
Colombia 30 0 30 0]
Mexico 25 0 25 0
Other 30 20 10 0

a. Numbers are rounded to the nearest five.
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Technical Students from Underdevelcped Coun
January 1956 - June 1
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Table 15

in the Bicoo

Persons

Area and Country

Total
Middle East

Afghanistan
Iran

Iraq

Turkey

UAR

Yemen

Asia
Cambodia
India
Indonesia
Nepal

Latin America

Brazil

Total Bloc

2,330
1,115
45

5
365
50
575
75

1,265

175
1,050
25

15

10

10

FEuropean Satellites

\ ﬂ\al;‘
1
1

¥

=R
I
(@) OV O O\

—

Communist China

n
I\
O

o |

[
B 3
1 VMOOO0OO

=
-

O O owm

10

a. Numbers are rounded to the nearest five.

b. Including Czechoslovakia, Bast Germany, Poland, Hungary, and Rumania.
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Table 16
Bloc Trade with Selected Underdeveloped Countries 9/
1954-59
Million Current US $
Total Trade Europe Middle Fast and Africa Asia Latin America
Year Total Exports Imports Total Exports Imports Total Exports Imports Total Exports Imports Total Exports Imports
1954 870 Lo2 468 L3 18 25 367 160 o7 206 113 93 254 112 143
1955 1,242 584 658 109 52 57 513 240 273 285 138 146 335 153 182
1956 1,k 7% 537 238 ~35 03 57% 272 25¢ 434 245 1&9 240 130 109
1957 1,794 &77 917 316 180 135 820 390 L2g Lék 235 229 195 71 124
1958 2,237 1,17k 1,063 koo 23 166 958 495 L63 602 327 275 268 108 160
195 2,266 1,08¢ 1,182 hok 22€ 158 e73 451 Loz 684 262 403 285 127 158
1958
Jan-Jun 1,033 539 hol 194 123 T1 Le7 222 245 242 143 99 131 51 79
Jul-Dec 1,204 635 569 215 120 gk 492 274 218 360 184 176 138 57 8L
1959
Jan-Jun 1,082 540 543 197 113 8k L4o 210 231 304 138 167 140 79 61
Jul-Dec 1,184 546 639 226 112 11k 433 2l 192 380 1hh 236 1ks5 48 97

a. All values have been rounded to the nearest $. million.
the rounded components.

Qn

8

i3

Totals are derived from unrounded data and may not
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Table 17

Bloc Exports to Selected Underdeveloped Countries a/*
1958 and 1959

Million Current US $

Total Bloc USSR Europegn Satellites Communist China E/
Area and Country 1958 1959 ¢/ 1958 1959 ¢/ 1958 1959 ¢/ 1958 1959 ¢/
Total 1,173.9 1,085.2 382.9 342.9 555.6 524.1 235.4 218.1
Middle East 455,6 399.8 170.2 163.0 246, 6 202.9 38.9 33.9
Afghanistan 27.3 32.5 23.0 28.0 3.8 4.0 0.5 0.5
Greece 39.7 ho,2 14,3 16.0 25.h 25.9 0.1 0.3
Iran 37.7 36.6 26.3 22.5 11.5 k.1 -- --
Iraq 6.0 18.2 a/ 4.0 5.8 10.7 0.2 3.5
Israel 7.8 6.2 0.6 0.3 7.2 5.8 a/ a/
Jordan 7.5 2.5 0.2 - 6.9 2.5 0.k -
Kuwait 5.5 - 1.1 - 3.3 - 1.1 -
Lebanon 6.5 7.8 1.2 1.6 5.3 6.3 _— -
Pakistan 16.1 7.9 2.0 0.8 3.7 2.9 10.3 4.2
Turkey 57.3 k2 4 6.9 6.6 50.3 35.8 -- -
UAR -- Egypt 219.5 183.6 90.9 7.1 103.5 82.6 25.1 23.9
UAR -- Syria 2L, 7 19.9 3.7 6.1 19.9 12.3 1.2 1.5

* Footnotes for Table 17 follow on p. 93.

S~E~C-R=-E-T
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Table 17

Bloc Exports to Selected Underdeveloped Countries a/
1958 and 1959

(Continued)
Million Current US $
Total Bloc USSR European Satellites Communist China E/
Area and Country 1958 1959 ¢/ 1958 1959 ¢/ 1958 95 ¢/ 1958 1959 ¢/
Africa 39.6 1.2 2.3 -4 18.6 29.7 18.7 1k.2
Ghana 6.8 10.2 a a/ 6.1 8.0 0.7 2.2
Cuinea -- 3.0 - 1.0 - B.0 - -
Morocco 22.2 15.4 1.2 2.5 5.0 k.9 16.0 8.0
Sudan 8.0 2.4 0.5 2.9 5.9 7.0 1.5 2.6
Tunisia 2.6 4.2 0.6 1.0 1.6 1.8 0.5 1.k
Asia 327.3 281.6 108. 4 62.7 ks.1 53.7 ° 173.8 165.2
Burma 31.3 25,1 .1 3.9 10.6 5.1 16.6 16.4
Cambodia 5.4 6.2 0.2 1.1 0.4 0.8 b7 4.3
Ceylon 33.8 36.4 0.2 0.5 1.8 i 31.9 31.5
India 137.4 97.0 100.9 53.1 23.0 31.2 13.5 12.8
Indonesisa k7.3 57.7 1.5 2.7 2.9 5.8 43.0 ho.1
Laos 0.2 -- - -- a -- 0.2 -
Mzlays £8.Q 55,8 ¢.3 .7 L.5 4.0 03.9 53,1
Philippines - g/’ - . - —— — a/
Thailand 3.1 3.1 1.2 0.7 1.9 2.4 4/ --

T L ke
BV Ree) 410 ¢4

1]
i
1
¥
i
1
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1
1
§
]
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Table 17
Bloe Exports to Selected Underdeveloped Countries _a_./
1958 and 1959
(Continued)
Million Current US §
Total Bloc USSR Furopean Satellites Communist China P_/
Ares and Country 1958 1959 ¢/ 1958 1959 ¢/ 1958 1959 ¢/ 1958 1959 ¢/
Europe 243.1 225.5 7.6 79.7 163.5 142.6 2.0 3.2
Iceland 27.7 29.1 15.0 15.2 12.7 13.8 a/ a/
Portugal 3.2 L7 0.8 1.7 2.2 2.8 0.2 0.2
Spain 17.1 19.5 k.o 5.1 12.7 13.9 0.3 - 0.k
Yugoslavia 195.1 172.3 57.8 57.6 135.9 112.1 1.4 2.6
Latin America 108.3 127.0 24, L 30.1 81.8 95.2 2.0 1.6
Argentina 55.8 ho.1 17.9 21.9 38.0 27.2 a/ a/
Brazil 29.0 49.3 - 1.3 29.0 4¥7.9 a/ 0.1
Chile 2.3 1.1 0.1 - 0.8 0.4 1.4 0.7
Colombia 1.0 2.6 - a/ 1.0 2.5 - 0.1
Cuba 2.0 1.b a/ a/ 2.0 1.4 a/ a/
Ecuador 0.1 - - - 0.1 - - —
Mexico 2.3 2.4 C.h4 0.5 1.6 1.5 0.3 0.5
Paraguay - -- - - - - - -
Peru 0.9 0.8 a/ a/ 0.9 0.8 d/ a/
Urugusay 10.3 13.4 6.0 6.4 4.3 7.0 d d
Venezuela k.5 6.8 0.1 a/ 4.3 6.5 0.2 0.3
- 92 -
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Table 17

Rloc Exports to Selected Underdeveloped Countries &/
1958 and 1959
(Continued)

a. These data are based on official trade statistics of the Free World countries involved (with the
exception of Afghanistan, Burma, India, Thailand, and Urugusy) -- that is, the Bloc exports indicated
are the Free World trading partners' reported imports. All values have been rounded to the nearest
$100,000., A dash (--) entry indicates that no figure for trade is known, although some trade may have
taken place. Totals are derived from unrounded data and may not agree with the sums of the rounded
components,

b. The figures for Communist China include the following exports:

Current US $

From North Vietnam From Mongolia From North Korea
Country 1958 1959 1959 1959
Yugoslavia 0.1 million
India 2.4 million Less than 50,000 1.1 million
Indonesia 1.2 million
Cambodia and lLaos Less than 50,000 Less than 50,000 Less than 50,000
UAR -- Egypt 0.1 million 0.1 million

¢. Trade figures for January-December 1959 are at a 12-month rate for the follcwing: Venezuela for
January-May, Iran, Lebanca, and Chlle fcr January-June; snd Jordan for January-September,
d. Less than $50,000.

o B G sl i
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Table 18
Bloc Imports from Selected Underdeveloped Countries a/*
1958 and 1959
Million Current US $
Total Bloc USSR Furopean Satellites Communist China b/
Area and Country 1958 1959 ¢/ 1958 1959 ¢/ 1958 1959 ¢/ 1958 1959 ¢/
Total 1,063.2 1,181.3 385.8 465.0 493.6 529.3 184.0 186.7
Middle East 436.2 377.7 177.1 135.3 209. 4 203. 4 49.8 38.9
Afghanistan 16.2 20.0 13.0 16.0 2.7 3.5 0.5 0.5
Greece 37.6 33.6 16.8 11.8 20.8 21.8 0.1 a/
Iran 30.8 7.4 ?.5 10.7 5.3 6.7 - -
Iraq a/ 6.1 d 2.5 ° d 1.7 a/ 1.9
Israel 6.7 5.2 i/ 0.1 ‘é.7 5.1 EJ/ a/
Jordan 0.9 0.9 -—— - 0.9 0.9 —— -
Lebanon 2.5 0.7 1.4 0.2 1.1 0.5 - -
Pakistan 21.2 10.9 6.6 3.5 7.1 6.7 7.6 0.7
Turkey 62.6 k1.0 13.1 4.8 4.5 36.2 -- --
UAR -- Egypt 220.8 229.6 8.1 8L.4 103.8 112.5 3k4.9 35.7
UAR -- Syria 36.9 12.3 18.6 4.3 11.5 7.8 6.7 0.1
¥ Tootnotes for Table 18 follow on p. 97.
-9k -
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Table 18

Bloc Imports from Selected Underdeveloped Countries E/
1958 and 1959

(Continued)
Million Current US $
Total Bloc USSR BEuropean Satellites Communist China P/
Area and Cocuntry 1958 1959 c/ 1958 1959 ¢/ 1958 1959 c{ 1958 1959 ¢/
Africa 26.9 bh.7 3.3 12.6 18.4 21.7 5.2 10.2
Ghana. 1.1 6.2 1.1 5.5 a/ 0.7 -- -
Guinea -~ 5.2 -- 0.5 - .7 -- -
Morocco 13.9 1k.5 1.5 1.3 9.3 6.6 3.1 6.5
Sudan 9.1 k.1 d 4.3 7.0 6.8 2.1 2.9
Tunisia 2.8 ko7 0.7 1.0 2.1 2.9 -- 0.8
Asia 27h. 7 ho2.8 108.0 204.5 55.1 68.6 111.5 129.7
Burma 8.8 3.0 a/ 1.0 5.8 1.6 3.0 0.k
Cambodia 0.2 2.5 - -- 0.2 1.1 - 1.k
Ceylon 21.5 23.7 4,2 6.4 1.0 0.9 16.3 16.4
India 71.0 110. 4 k9.0 63.7 14.3 28.0 7.7 18.7
Indonesia 54,1 72.3 10.0 15.5 0.7 3.7 3.k 53.1
Laos - - -- - - - - -
Malaya 215.9 188,58 Ly, 8 115.8 32.7 230 38,0 20,7
Philippines -- -- - - - - - -
Thailand 3.2 2.4 a/ 2.1 0.1 0.3 3.1 0
vaebaad - _— - — - . "
G
Cme DR BT
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Table 18

rom Selected Underdevelcped Countries g/

1958 and 1959

(Continued)
Million Current US $
Total Bloc USSR European Satellites Communist China E/
Ares and Country 1958 1959 ¢/ 1958 1959 ¢/ 1958 1959 ¢/ 1958 1959 ¢/
Europe 165.5 198.4 9.7 64.9 110.8 130.3 5.0 3.2
Iceland 22.9 21.9 10.8 11.9 12.1 10.0 - -
Portugal 5.2 6.7 1.9 1.6 3.1 4.5 0.2 0.6
Spain 10.1 21.0 0.7 4.2 9.2 15.7 0.2 1.1
Yugoslavia 127.3 148.8 36.3 y7.2 86.4 100.1 4.6 1.5
Latin America 160.0 157.7 k7.7 k7.7 99.9 105.3 12.5 L7
Argentina 63.6 5h.1 15.5 19.3 48.0 3k.5 0.1 0.4
Brazil 45.8 55.3 - 3.7 38.3 51.6 7.5 a/
Chile 0.3 -- -- -- 0.3 -- -- -
Colombia 1.9 2.7 1.8 - 0.1 2.7 - -
Cuba 17.7 16.5 1.1 16.3 a/ 0.1 3.6 0.1
Ecuador 0.2 - - - 0.2 - - -
Mexico 0.6 1.6 a/ a/ 0.3 a/ 0.3 1.5
Paraguay -~ -- - - - -- - -
Peru 0.6 0.1 0.1 -- 0.6 0.1 a/ --
Urugusy 29.h 27.4 16.3 8.4 12.1 16.2 1.0 2.8
Venezuela - - - - - - - -
- 9% -
5~E-C~R~E~T
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Table 18

Bloc Imports from Selected Underdeveloped Countries a/
1958 and 1959
(Continued)

a. These data are based on official trade Statistics of the Free World countries involved (with the
exception of Afghanistan, Burma, India, Thailand, and Uruguay) -- that is, the Bloc imports indicated
are the Free World trading partners’ reported exports. All values have been rounded to the nearest
$100,000. A dash (--) entry indicates that no figure for trade is known, although some trade may have
taken place. Totals are derived from unrounded data and may not agree with the sums of the rounded

components.
b. The figures for Communist China include the following imports:

Current US $

To North Vietnam To Mongolis To North Korea

Origin 1958 1959 1959 1959
Yugoslavia 100, 000
India 500,000 600,000 koo, ooo
UAR -- Egypt 300, 000

c. Trade figures for January-December 1959 are at a 12-month rate for the following:

for January-June, Cuba for January-August, and Jordan for January-September.
d. Less than $50,000.

Approved For Release 2006/09/06 : CIA-RDP92B01090R000400010010-2
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Table 19
Number of Irade and Fayments Agreements Detween Eloo and Underdeveloped Lounirles E/*
Decemper 1958 - June 1960
Estimated Number as of
30 June 1960
Increase over Estimated Estimated Estimated
Number as of Number as of Number as of Number as of

Ares and Country  Number 31 December 1959 31 December 1959 30 June 1959 31 December 1958

Total 196 0 1% v/ 186 b/ 174 b/

Middle East 3 -2 5 je! 66
Afghanistan i 0 L 4 4
Greece T 0 T T 1
Iran L 0 N N N
Traq 11 0 11 8 3
Israel L 0 in Iy L
Lebanon 6 -2 8 7 7
Pakistan b 0 L L i
Turkey 7 0 7 T 7
UAR -- Egypt 11 Q 11 11 11
UAR -- Syria 9 0 9 9 9
Yemen 6 0 6 6 6

* TFootnotes for Tablé 19 follow on p. 100.
- 98 -
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Table 19

NMumber of Trade and Payments Agreements Between Bloc and Underdeveloped Countries _q./
December 1958 - June 1960

(Continued)
Estimated Number as of
30 June 1960
Increase over Estimated Estimated Bstimated

Number as of Number as of Number as of Number as of
Area and Country  Number 31 December 1959 31 December 1959 30 Jume 1959 31 December 1958

Africa 28 +1 27 26 22
Ethiopia 2 0 2 1 1
Guinea 5 0 5 5 2
Morocco 7 0 7 7 1
Sudan 7 0 7 7 6
Tunisia 7 +1 6 6 6

asia k0 -2 I it 39
Burma 8 -1 9 8 8
Cambodia 5 0 5 5 >
Ceylon T o) T T T
India 10 -1 11 11 10
Indonesia 10 O 10 10 9
Nepal 0 0 ¢/ 0 ¢/ Oc e/
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Table 19

Number of Trade and Payments Agreements Between Bloc and Underdeveloped Countries g._/
December 1958 - June 1960

(Continued)
Estimated Number as of
30 June 1960
Increase over Estimated Estimated Estimated
Number as of Number as of Nurmber as of Number as of
Area and Country Number 31 December 1959 31 December 1959 30 June 1959 31 December 1958
Europe 26 0 26 25 25
Iceland 6 0 6 6 6
Portugal Ly 0 b N N
Spain 6 0 6 5 5
Yugoslavia 10 ] 10 10 10
latin America 29 +3 26 23 22
Argentina 6 -1 ¢ 7 7
Brezil 6 0 6 5 5
Colombia 5 0 5 3 2
Cuba, L +h 0 0 0
Mexico 1 0 1 1 1
Uruguay 7 0 7 7 T

a. Including agreements known to be in force, agreements which are assumed to have been tacitly
renewed, and newly signed agreements of uncertain date of entry into force. Agreements include
government- to-government agreements as well as nongovermmental agreements; the latter are listed
only when they assume the practical characteristics of a government-to-government agreement.
Barter agreements and contracts are not included.

b. Totals have been corrected.
c. Subsequent information indicates that the Communist China - Nepal agreement reported pre-

viously is not a trade agreement. 100

S-E-C-R-E-T
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Table 20

Types of Trade and Payments Agreements Between Bloc and Underdeveloped Countries
as of June 1960 a/*

Czecho- East Communist North North
Area and Country Albania Bulgaria slovakia Germany Hungary Poland Rumenia USSR China Mongolia Korea  Vietnam
Middle East
Afghanistan . TP . . TP . TP TP
Greece P TP TP TP TP TP TP
Iran . . TP . TP TP . TP .
Iraq T T T T T T T T T T T
Isrmel TP . . TP T TP . N
Lebanon . T TP TP - b/ TP TP TP & .
Pakistan . . T . T T . T . .
Turkey . TP TP TP TP ™ v TP . . . .
UAR -- Egypt . TP TP TP TP TP TP P TP TP TP TP
UAR -- Syria T T TP TP TP TP TP TP TP . . .
Yemen . . T TP . T T T TP . .
Africa
Ethiopia . . T . . . . T . .
Guinea . . TP TP T TP . TP . . . .
Morocco . T TP T T T . TP T .
Sudan T P P TP P . T T . . .
Tunisia T hv3 T+ T TP TP TP . .
Asia
Burma . T . ¢f T T T T T T . T .
Cambodia . TP . . TP . TP TP . . TP
Ceylon . ™ P . TP TP TP TP TP . .
India B TP P TP P hind TP s 4 . L T T .
Tndoneris T P T T 2 TP TP v 1 N
Nepal . . . . . . - 48/ .
* Footnotes for Table 20 follow on p. 102. Symbols used in this table hawe the followirg mesr inga: .+ rew aceesmert Ainss 57 Daremho

~¥2Y3 L, Lrade anul pajymerts agreemens; L, trade agreement cnly; F, payments

agreement only.
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Table 20

Types of Trade and Payments Agreements Between Bloc and Underdeveloped Countries
as of June 1960 a/

(Continued)
Czecho- East Communist North Horth

Area and Country Albania  Bu.garia sicvaxia  Germany  Hungary Poldnd  Rumarisa China Korea &
Europe

Iceland . . IF TP TP TP TP TP .

Portugal . . P P P P .

Spain . P P . P P P T . . .

Yugoslavia TP TP TP TP TP TP TP TP TP i¥ 4 .
Latin America

Argentina . T TP . e/ T T T TP .

Brazil . . TP P P TP P TP . .

Colombia . . T T T . T . .

Cuba . . TR+ P . TR . TE+ . .

Mexico . . TP : . . . . . . . .

Uruguay . P TP P P P TP P .

a. 1Including sgreements known to be in force, agreements which are assumed to have been tacitly renewed, and newly signed agreements
of uncertain date of entry into force. Agreements include government-to-goverament agreements as well &3 NUNEOVCITUMISNTGL S&IT
the latter are listed only when they assume the practical characteristics of a government-to-govermment agreement. Barter agreements
and contracts are not included.

b. Agreement was allowed to lapse.

c. Agreement was terminated.

d. Subsequent information indicates that this agreement is not a trade agreement.

semEnts
CEWENTE

- 102 -
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Table 21

Number of Hours per Week of International Broadeasting by Radio Stations
in the Bloc to Free World Areas

June 1959 and June 1960

_Hours per Week

USSR and Communist China
European and Fer Eastern Clandestine
Total Bloc Satellites Satellites Stations
June June June June June June June  June
Area 1960 1959 1960 1959 1960 1959 1960 1959
Total 2,999 2,567 1,908 1,717 931 665 160 185
Middle East, Africa, and South Asia 707 ieyg 601 439 84 ko 22 18
Far East 808 653 126 110 682 543 0 0
Latin America 158 107 126 93 32 ik 0 0
North America 323 284 260 253 56 24 7 7
Western Europe a/ 862 858 697 688 56 32 109 138
Other b/ AR 168 98 134 21 12 22 22

a. Excluding Yugoslavia.
b. Target area not determined.

Approved For Release 2006/09/06 : CIA-RDP92B01090R000400010010-2



NENe=IN

Approved For Release 2006/09/06 :

!
i
i
i" i i
i i
e bl Fee s et Al + 1t
' i l§
|
i i i
'
[
3 ]

Approved For Release 2006/09/06 :

CIA-RDP92B01090R000400010010-2

CIA-RDP92B01090R000400010010-2

134038



Approved For Release 2006/09/06 : CIA-RDP92B01090R000400010010-2

SECRET L

NOT RELEASABLE TO e
FOREIGN NATIONALS

ECONOMIZ INTELLIGENCE REPORT

SINO-SOVIET BLOC ECONOMIC ACTIVI T# =
IN UNDERDEVELOPED AREAS
1 JANUARY-30 JUNE 1960

SHIMMARY

(The complete text of thic report has been published sepai ate! .

EIC-R14-S9

31 August 1960

ECONOMIC INTELLIGENCE COMMITTE "

FRE -8

Approved For Release 2006/09/06 : CIA-RDP92B01090R000400010010-2



Approved For Release 2006/09/06 : CIA-RDP92B01090R000400010010-2

WALNING

This ma crial contalhs information affecting
the Nat:nal I'efense: of the United States
within i, menning of the esplonage laws,
Title 18, */SC. Secs. 793 and 794, the trans-
mission «r revelation-»f which In ary manner
to an un:uihoried person is prohibited by law.

F ..ded and Disseminated by
.« atral Inteliigence Agency

Approved For Release 2006/09/06 : CIA-RDP92B01090R000400010010-2



Approved For Release 2006/09/06 : CIA-RDP92B01090R000400010010-2

S-E-C-R-E-T

FOREWORD

The reports on Sino-Soviet Bloc economic activities in underde-
veloped areas in the EIC-R1Y series provide periodic summaries and
analytical interpretations of significant developments in the ecé-
nomic relations of Bloc countries with underdeveloped countries of
the Free World. These developments are reported on a current, factual
basis in the Biweekly Reports in the EIC-WGR-1 series, under the same
title.

This report, covering the 6 months from 1 January through 30 June
1960, constitutes the ninth periodic supplement to EIC-R1l4, the tack-
ground report on Sino-Soviet Bloc Postwar Economic Activities in
Underdeveloped Areas, 8 August 1956, SECRET. The present supplemsnt
relates noteworthy noneconomic activities to the economic operations
of the Bloc in underdeveloped countries in order to place the eccaomi:
aspects in the perspective of the over-all programs of the Bloc ia
these countries. This report was prepared by a Working Group of the
Economic Intelligence Committee, including representatives of the
Departments of State, the Army, the Navy, the Air Force, Commerce,
and Agriculture; the International Cooperation Administration; th=
Office of the Secretary of Defense; and the Central Intelligence
Agency. It was approved by the Economic Intelligence Committee ca
10 August 1960.

For purposes of this report, the term underdeveloped sreas in-
cludes the following Free World countries: (1) all countries in zhe
Middle East, including Afghanistan, Cyprus, Greece, Pakistan, Turkey,
and the United Arab Republic (Egypt and Syria); (2) all independent
countries in Africa, except the Union of South Africa; (3) all coun-
tries in Asia; (4) all independent countries in Latin America; and
(5) Iceland, Portugal, Spain, and Yugoslavia.

The complete text of this report has been published separately
as EIC-R14-59.

- iii -

8-E-C-R-E-T
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SINO-SOVIET BLOC ECONOMIC ACTIVITIES IN UNDERDEVELOPED AREAS
1 JANUARY - 30 JUNE 1960

Summary

Throughout the semiannual period ending 30 June 1960, the Rloc
prosecuted its economic offensive in underdeveloped areas with gro.-
ing vigor. As in preceding periods, the political content and dir:c-
tion of the economic aid progrem were apparent in the choice of target
countries, the type of assistance provided, and the timing of aid
offers. Although the Bloc continued to press its offensive in the
Middle East and Asia, impressive mew gains were scored in Africs sad
Latin America.

Credits and Grants*

During the first 6 months of 1960 the Bloc extended more than
$785 million** in financial asslstance to underdeveloped countries,
all for economic development. The level thus established is well
above the high-water mark set in the last 6 months of 1959. Credi:s
and grants extended in the 12-month period ending 30 June 1960 aceount
for more than 40 percent of the economic credits and grants provided
since 195k.

Only one military assistance agreement was concluded between the
Bloc and underdeveloped countries in the first half of 1960. This
accord, reached by the USSR and the United Arab Republic (UAR) som:
time in the spring, probesbly provides a sizable line of credit.

With the obligation of almost $900 million of outstanding credits
and grants in the first 6 months, approximately 80 percent of Bloe
financial ald extended for all purposes had been obligated by midycar
1960. Of the funds obligated for economic egsistance, one-half have
been allocated to industrial projects; one-fifth to agriculture (in-
cluding reclemation, irrigation, and hydroelectric power); and one-
seventh to transportation and communications.

* See the chart, Figure 3, following p. 6. Credit and grant ex-
tensions refer to minimum amounts of economic assistance earmerked
under bilateral general assistance or project agreements. B.cc cerdit
and grant obligations refer to those portions of credits and grants
extended which have been designated for specific uses or for which
utilization has been arranged by firm construction or delivery con-
tracts. Credit and grant drawings refer to those portions of credits
and grants extended and obligate% which have been used for Bioc equip-
ment or for the services of Bloc personnel.

*%* Unless otherwise indicated, all dollar values in this repcrt are
in terms of US dollars.

S-E-C-R-E-T

Approved For Release 2006/09/06 : CIA-RDP92B01090R000400010010-2



Approved For Release 2006/09/06 : CIA-RDP92B01090R000400010010-2
S-E-C-R-E-T

Drawings on Bloc credits and grants during the first 6 months of
1960 amounted to $135 million, almost two-thirds of which went for
economic development projects. By midyear, almost all of the $820
million provided under military aid agreements and one-fifth of the
more than $3.2 billion extended for economic assistance had been spent.

Technical Assistance*

In the first 6 months of 1960, 6,900 Bloc technicians -- 5,700
economic and 1,200 military -- were present in underdeveloped coun-
tries for periods of 1 month or longer. This figure may be compared
with about 6,500 technicians -- 5,000 economic and 1,500 military --
present in the previous 6-month period.

By midyear 1960, 9,400 nationals of underdeveloped countries were
pursuing or had completed courses of instruction at various institu-
tions in the Bloc. Of this number, 2,800 were academic students,
2,400 were technical students, and 4,200 were military trainees.

Trade

Although Bloc imports increased 11 percent and Bloc exports de-
clined 8 percent, the level of Bloc trade with underdeveloped coun-
tries in 1959 remained the same as in 1958, in contrast to an average
annual increase of 20 percent between 1956 and 1958. Although the
Buropean Satellites retained their preeminent position in Bloc trade
with underdeveloped countries, the USSR increased its share to well
over one-third of the total.

Except for the Middle Fast, Bloc trade with all of the underde-
veloped areas in 1959 showed an increase above 1958. A 13-percent
decline in trade with the Middle East -- a region that accounted for
about 40 percent of trade turnover in recent years -- was the main
factor underlying the precipitous drop in the rate of growth of trade
between 1958 and 1959.

Industrial countries of the Free World experienced a leveling off
in their trade with underdeveloped countries similar to that noted for
the Bloe. As a result, the relative share in the trade of underde-
veloped countries for the two major power groups in 1959 remained
about the same as in 1958 -- 93 percent for the industrial countries
of the Free World, 7 percent for the Bloc.

Middle Fast

The USSR made vigorous efforts in Afghanistan during the first
half of 1960 to expedite its extensive program of economic assistance

¥ Hee tne map, Figure 4, following p. 6.

-2 .
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in that country. An outstanding aschievement from sn economic and a
propagandistic point of view was the discovery in April of = major
deposit of high-qualilty petroleum and gas. This discovery by Soviet
and Rumanian experts was promptly followed by a Soviet offer to acsist
Afghanistan in producing, refining, and marketing the newly discovered
oll and gas. In addition, the USER has offered to finance & substan-
tial part of Afghanistan's Second Five Year Plan. Soviet performsnce
in implementing projects in Afghanistan has been very good in spite of
shortages of local currency and skilled manpower. There is zsvery in-
dication that this creditable record has made an increasingly favcrabls
impression on the Afghans and has led them to exercise less cauticn
with respect to closer economic and military relations with the Bioc.

During the first half of the year, the USSR and Afghanistan signed
construction contracts for seversal major projects -- new roads, a dam
and a hydroelectric powerplant, another airfield, and several cemeat
plants. The number of Soviet technicians employed on various projects
in Afghanistan had increased to more than 1,000 by midyear, and further
increases are expected as new projects get underway.

The position of the Bloc 1n the UAR improved perceptibly. The
USSR achieved a considerable propaganda coup when in January, shortly
after the inauguration of work on-the Aswan High Dam, it extended a
second long-term credit for completion of the project. As a result,
the USSR 1s able to assure its presence in Egypt for some time to
come and to exclude Western nations from participation in a project
that has wide popular appeal. The UAR policies of neutralism abread
and anti-Communism at home have tended to offset Bloc gains. Progress
on Bloc aild proJjects has been slow, and completion of the larger proje
ects for which contracts have been signed in years away. Delays in
implementing projects have been caused primarily by the UAR desire to
shop for better deals elsewhere. By the end of June, less than one-
third of the 1958 Soviet industrialization credit to Egypt and less
than one~fifth of the 19457 Soviet development credit to Syria had been .
spent.

Iragl relations with the West improved, whereas those with the
Bloc showed some tendency to deteriorate. In part, this tendency
reflected Tragl diseppointment with the rate of progress achieved
under the 1959 Soviet economic ald agreement. An unofficial visit by
Soviet Deputy Premier Mikoyan in April failed to dispel this disagx-
pointment or to improve the climate of political relations betweer the
two countries. Nevertheless, the Iraqi Government in May accepted a
new Soviet credit to be used for rehabilitation of the Basra-Baghdad
railroad.

-3 -
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Elsewhere in the Middle East the prestige of the Bloc in Yemen
was enhanced by the impressive progress made on Yemen's first modern
port and road. Two of three Bloc aid projects in Iran were completed,
and two additional Bloc credits for the purchase and installation of
textile equipment were extended to private firms. The USSR attempted
to exploit the political situation in Turkey following the military
coup of 27 May by pressing the new government to improve relations be-
tween the two countries. Part of the pressure campaign consisted of
a general Soviet offer to provide large-scale aid for economic develop-
ment. Pakistani officials displayed a willingness to consider Soviet
economic assistance, and negotiations were begun in June for Bloc aid
in exploring for petroleum and mineral deposits.

Africa

Bloc diplomatic representations, trade overtures, and offers of
aid increased dramatically in several key African states. There was
a growing interest in Bloc offers of assistance, although only one Bloc
credit offer was accepted.

Chana received its first Bloc aid, an industrial credit of $3.1 mil~-
lion from East Cermany, and was considering an additional large-scale
offer from the USSR. Surveys of industrial projects and the training
of Chanaians were carried out by Fast Germany during this period. Trade
rose significantly as a result of energetic tactics pursued by the Bloc.

Guinea received several gifts from the Bloc, including a substan-
tial rice grant from Communist China. Implementation of the July
1959 Soviet credit was assured by the conclusion of a protocol under
which Moscow will provide material and technical assistance for sev-
eral key industrial projects. The number of Bloc technicians working
on surveys, constructing industrial plants, and acting as advisers to
key Guinean ministries rose sharply. A large number of Chinese Com~
munists arrived to assist in rice-growing proJjects. Trade with the
Bloc expanded significantly.

Although the Bloc made important efforts to strengthen its initial
foothold in Ethiopia, actual gains were somewhat circumscribed by
growing Ethiopian wariness of Soviet subversion. Czechoslovakia and
the USSR prodded Ethiopia to hasten utilization of credits that they ex-
tended in July 1959. In March 1960 an agreement was signed with the
USSR that mentioned an oil refinery, a gold ore dressing plant, geo-
logical and mineralogical surveys, and a feasibility study for a metal-
lurgical plant, but actual implementation does not appear to be as-
sured. The number of Bloc technicians in Ethiopia and the Bloc's
share of Ethiopia's trade remained small.

-4 -
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Asia

The Bloc vigorously pursued its econotiic offensive in India,
Indonesia, and Nepal. India remained firmly committed to a policy
of nonalignment and to a bellef that even larger amounts of Bloec sid
can be absorbed without creating a serious dependence on the Bloc.
Obligation of Soviet credits for specific projects under the Third
Five Year Plan highlighted the Bloc aid program in India. Indian
acceptance of a Soviet offer to aid in petroleum development as well
as to supply large quantities of petroleum products further incressed
the Bloc's role in Indla's petroléum industry. Poland for the first
time extended credit for India's industrial development progran,

Although friction in Sino-Indonesian relations continued, eco-
nomic ties with the USSR were strengthened. Indonesia accepted a
$250 million Soviet credit for economic development. Implementation
of Bloc aid programs proceeded at a more active pace, and the number
of Bloc technicians present increased. Trade with the Bloc rose in
1959, and for the first time the Bloc share of Indonesian exports ax-
ceeded 10 percent of the total.

The Bloc accelerated its efforts to insure Nepal's neutrality, to
reduce Western influence, and to overcome suspicions aroused by Chines:
Communist border aggression. Nepal accepted an additional grant cf
$21 million from Peiping and agreed (1) to permit the establishment of
a resident Communist Chinese Embassy, (2) to accept Chinese Communist
technicians, and (3) to send Nepalese techniclans to Communist Chiia
for training.

The present Burmese Govermment, more favorably disposed than 1is
predecessor to Bloc economic overtures, 1s considering credit offe-s
by Czechoslovakia, the USSR, and East Germany. Two more contracts
under the 1958 Soviet credit to Ceylon were concluded, but only on=
project is under construction. The reduced volume of rice and Tubber
to be exchanged with Communist China under the current trade agreement
reflects Ceylon's desire to decrease its trade dependence on Peiping.

Bloc activity in Cambodia centered on the construction of factorie::
financed by the Chinese Communist grant and on a Soviet glft hospital.
The USSR offered to finance the construction of a railroad and to et
up and operate several rubber plantations,

EuroEe

Bloc economic efforts were concentrated primarily on trade and
showed no significant change in levels or objectives from the pre-
vious period. Yugoslavia's trade with the Bloc increased, but the

-5 -
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Bloc's share of its total trade declined. A trend toward longer temrm
agreements with Bloc countries attests to a mutual willingness to con-
tinue trade as usual in splte of political differences. The Bloc con-
tinued to play a major role in Iceland's trade by providing an outlet
for products which could not be marketed easily elgsewhere. Iceland
took steps to strengthen its currency and stabllize its economy and
sought to substitute Western markets for those behind the Iron Curtain.

Latin America

The Soviet partnership with Cuba in an anti-American propaganda
campaign marked the opening of a new major frontier in Bloc operations
in the area. A rising receptivity to Bloc economic overtures was noted
in much of the area in spite of a widespread and increasingly polnted
dislike in govermment circles of the Cuban-Bloc alliance.

Bloe economic overtures in Cuba in the first half of 1960 resulted
in (1) a $100 million credit by the USSR and a $20 million credit by
Czechoslovakia; (2) trade agreements with Czechoslovakia, Poland, and
the USSR; and (3) en interbank agreement with East Germany. Bloc tech-
nicians began to appear in Cuba in sizable numbers. By mid-July the
Bloc had purchased approximately o.4 million tons of Cuban sugar
(valued at sbout $160 million) for delivery in 1960, and the USSR had
promised to supply Cuba's petroleum requirements. The rapid pace of
political and economic developments in recent months points to an in-
crease in Bloc economic activity in Cuba.

Bloc economic efforts in the River Plate countries declined in the
face of moves by Uruguay and Argentina to reduce the Bloc's involve-
ment in their economies. Argentina abrogated several of its bilateral
agreements with European Satellites, and Uruguay turned down a Soviet
proposal that 1t buy quantities of petrocleum in exchange for continued
Soviet purchases of wool.

Brazil's anxious search for new markets and foreign credits to
finance a vigorous development program gave the Bloc an opportunity
to increase its economic influence. Brazil's trade with the Bloc ex-

ceeded $100 million for the first time in 1959 and increased in the
first half of 1960.

-6 -
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BLOC CREDITS AND GRANTS TO UNDERDEVELOPED COUNTKIES
Junuary 1954 - June 1960
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